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"Mr. Sovol: rxcluding the surcharge. 

"Mr. McAllister: The thing that bothers me is that 
it says. ■However, they will receive credit to their agency 

gross on the commission portion. What is the commission 
portion referred to? 

"Mr. Sovel: The basic commission, not the sur chare! 
"Let me say to you, Mr. McAllister, Walston s 
Company is a defendant here: perhaps they can explain what 
they meant. We have a witness here, and you have asked 
him to produce a document, which he has produced, and he 

told you that they didn't receive any commission from the 
surcharge. 

"Q Referring to exhibit 4 again, Mr. Ganbera, i 
notice underlined 'including all commissions under 512.’ 

Can you explain what that nears? 


"A They had come in with a decision that commissions 


would not be paid under $12, and then they reversed th . 
when the surcharge came in. 

Q Was there a °y time *hile you were e : ioyed by 
Walston that they did not give you some credit for 
commissions under $12? 

" A For the pcriod before the surcharge went in, yes. 

"Q In other words, after the surcharge went in, if 

0 

you handled transactions for which the commission was unde 
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Ganbera 




$12, you now received a commission on that. 
"A Yes, I think it ran from $2 to $12. 


"I am not sure of this, but if the commission wan 
under $1 you didn't get any commission, but nov; it ran f:v 

2 to 12 that they reinstated it on,". 

Now at page 38, your Honor, line 10: 

"Q How did you first learn that a surcharge was 
being put into effect? 

"A Well, it was generally discussed that it was going 
to come in to bail out the back office, because the 
companies were in critical financial condition. So I knew 
from reading the journal-- 

"Q The Wall Street Journal? 

A Right, --and magazines, I knew the companies were 
going to petition for a surcharge, to work out something 
until they could get a new schedule. 

"Q You mean the brokers were going to ask-- 

"A Ask the SEC for some sort of surcharge to carry 

them through this period. 

"0 Do you know what the SEC's reaction was to that 
petition, if there was any? 

"A I know it v;ns approved. 


"Q Hy the S1’.C? 


25 


"A Yes." 
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Then at page 42, line 9: 

"Q Mr. Gambera, during your employment at Walston & 
Company, can you tell us generally the nature of the oud- 
lot transactions you handled? Wore they institutional 
block transactions? ' 


"A Well, not institutional block, but generally 200, 
300, 400 share trades. 

"Q And were you affected at all in your own compensa¬ 
tion by the change with regard to all commissions under $12? 

A Yes; I would be paid for all commissions under 
$12, whereas before T wouldn't be. 

"0 And did this result in a financial benefit to 
you, to your knowledge? 

"A Oh, yes, you got the 30 percent on that, so, yes." 

Then at page 52 at line 15. This picks up where 
Mro Sovel stopped reading. 


0 Well, did you make any writings or written 
computations which you relied upon when you made that 
estimate? 

"A Oh, I am sure I added it up. 

"Q Did you do that in writing? 

"A On scratch paper. 

"0 Do you still have that — 

"A Oh, I am sure I threw it away. I just wanted to 
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have an idea of what it would be. I didn't think it v/oul 
be necessary to keep the papers. 

"Q Have you ever computed what the additional 30 
{percent on commissions under $12 added to your conpensati 
*'A No, I haven't." 







THE COURT: The SEC, as I understand it, would 
presumed to have knowledge of the Exchange's const itutio 
and all its amendments up to any point in time you would 
want; is that correct? 

MR. SOVET.: I would say they were cn file with 
thorn. V.’hethor they were acting in accordant — 

THE COURT: Presumed to have knowledge? 

HR. S0V2L: Perhaps. Let me just stop ther' . 

THE COURT: You don't accept it. You say "perLa 


southern district court reporters u s courthouse 
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The Sl.C also had before it, as it was pr^r- 
and then consented upon, this particular rule. you 
dispute t.ii.t the rule was reviewed and conurcntcd upc n bv 


the >• c: 


MK. S.VLL, I would have to say, your Honor, t : 
there was a proposal sent down to them. 

TOE COURT: Proposed rule. 

MR.SOVEL: Proposed rule, and that the SIC acted 
on the basis of the letters and all the information that 
they had before them. Me don't have at this point any 
evidence as to what they really had in mind on that. Me 
have^ccrtuin letters. wh,„u your l!onor u fmiliat w . fh _ I 
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the COURT: Now we have gotten the permits of the 
antitrust case which is, I think, where your case is 
probably going to fall. Would you point out to me in the 
record where you have proved a diminution of competition. 

From what I can see, these firms were competing 
the same as before. Shearson Hammill comes in here and say 

"we found a way to pay our registered representatives more, 
ergo, competition." 

You are talking here about twenty-nine firms out 
of five hundred. This is where your case will probably 

fall and you might as well defend it here and now if you 
would. 

What is your proof of diminution of competition? 
MR. SOVELi If your Honor please, I do not have to 
prove diminution of competition to prove a violation of the 

antitrust laws, and that <s where you have a per se viola¬ 
tion you do not have to show that effect. That is the whole 
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sense of a per se violation; that it is presumed to follow 
from that type of an arrangement and there is no necessity 
for separate proof of it. 

In the case of Plymouth — 

THE COURT: In other words, you would oistinguish 
Brown Shoe, for example? 

MR. SOVEL: Yes. I would tell your Honor — 

* 

THE COURT: Explain to me how. I find it of grave 
concern to ir - * as far as your case is concerned. 

MR. SOVEL: Because the subsequent decisions, 
your Honor, decisions like TApko, decisions — 

THE COURT: Like Checker Motor? I think Checker 
Motor is devastating to your case where Judge Mansfield 
observed, as I recall, that you had to establish a diminu¬ 
tion of competition. I think that is the bottom line of his 
decision and, basically, it would seem to me that you are 
going to have to explain that one as well. 

MR. SOVEL: First of all, your Honor, I would point 
out that Judge Mansfield held in this case in his earlier 
decision that if employees got together to reduce wages, 
that would be a per se violation of the antitrust iaws. 

THE COURT: I know what he held. I read his 

decision. 

MR. SOVEL: This is that case and in the many cases 
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that dealt with horizontal combinations, you don't have to 
prove the diminution of competition because the vice lies 
in the agreement itself without regard to the effect on 
competition because ultimately the agreement will have its 
effect on competition, and there are a number of cases that 
so hold, your Honor. 

THE COURT: I don't see how you have demonstrated 
in your case that the competition among brokerage firms 
relative to payment of funds, commission, if you will, to 
registered representatives was diminised or that there was 
a loss of competitive pricing freedom here. 

I thouqht the Shearson Hammill point was well taken 
on that subject. They found a way to give the registerou 
representatives more, which apparently was legal. 

MR. SOVEL: Well, I can come to the Shearson Hammill 
one, your Honor — 

THE COURT: No, I think that affects your whole 
case, you see. 


MM 
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DEFENDANTS' OFFERS OF ADMISSIONS AND EXHIBITS 

★ ★ * 


MR. JACKSON: If your Honor pleases, on defendant's 
case, I would like to offer in evidence two documents, c-o- i 
of which I have previously furnished to Mr. Sovel, they are 
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really all of a parcel. Th?s is a series of the Securities 
and Exchange Commission, dated August 31, 1970, an official 
Government publication, which announces various action by 
the SEC. It refers to the matter of the NYSE surcharge and 
annexes or refers to, I should say, a memorandum relating 
to the surcharge which the Commission considered in 
deciding to extend it, and that memorandum of the SEC is 
also annexed as a part of this exhibit. 

THE COURT: Any objection? 

MR. SOVEL: If your Honor please, I think that is 
Exhibit G — 

THE COURT: It would be G for identification, yes! 

MR. SOVEL: If your Honor please, I have no objec¬ 
tion to the admissability of the exhibit. I think it 
should be m...ed that the first part of the release is a 
summary of various actions of the SEC and we are only 
interested in the one paragraph ^relating to the service 
charge, and the remaining portion of that, which I have not 
bothered to read, is not to consider to be in evidence. 

THE COURT: I assume it is being offered with the 
Court to review the material which is headed, "NYSL charge? 

MR. JACKSON: That is correct, your Honor. That 
is all I am offering from the release. 

MR. SOVEL: Secondly, your Honor, there is a 
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memoranda attached and it is my understanding, and I think 
it should be* clear, that this is a memorandum prepared by 
the SEC staff in the regular course of its business. On 
that basis, I will agree to its admissability. 

MR. JACKSON: Thank you, Mr. Sovel. 

THE COURT: Is that correct? I uo note, although 
I have only looked at it, that the memorandum does not 
indicate a "to" or "from." It does indicate a subject and 
it does not appear on the last page to be signed in any way. 
So can I take that, Mr. Jackson, as an SEC prepared 
memorandum? 

MR. JACKSON: Yes, it is, your Honor. 

THE COURT: I will take it on that basis. 

(Defendant's Exhibit G received in evidence.) 

THE COURT: G is received with the limitations 
previously set forth in the record, no objection. 

MR. JACKSON: If your Honor pleases, I would like 
to draw your attention to two statements in this nemorandur 
of the SEC. 

On appearing on page 5 of the memorandum, because 
I think it is directly responsive to your Honor's statement 
just before we caucused, that you were interested in hearing 
about the exclusive SEC jurisdiction over this matter. 


At page 5, the SEC memorandum states that in its 
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release of July 2, 1970, announcing the reconvening of the 
rate hearings for the purpose of receiving evidence on the 
lecessity of extending the surcharge, the Commission stated 
and new I am quoting: 

That it would not take action to terminate the 
surcharge pending its determination of the necessity of its 
extension, but considered its non-action upon the same terms 
and conditions imposed on initiation of the surcharge." 

Then it goes on and I am quoting: 

In addition, the Commission expressly conditioned 
the continuation of the surcharge upon the Exchange's 
agrement that it would not require the Commission to procee'd 
under Section 19(b) if the Commission should determine th | 
the surcharge should be terminated." 

I submit that that evidence is the Commission's 
position that it did have in 19(b) authority over the sur¬ 
charge . 

Secondly, without taking the tine to read into the 
record the statements in this memorandum, I would like to 
draw the Court's attention to the fact that at pages 11 and 
12 , the results of the monitoring of the impact of the 
surcharge are set forth, including those relating to sales¬ 
men's compensation. 

THE COURT: Yes, I sec someone has helpfully marked 
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the exhibit. 

MR. JACKSON: Sorry, your Honor, I am not offerinq 
the markings. 

THE COURT: No, it always helps, though, to know 
what you ar interested in demonstrating to me and I recog¬ 
nize the exhibit as offered exclusive of the markings, but 
it would appear from this exhibit, which is in evidence, 
that the SEC was aware from its monitoring that "Native 
to salesmen's compensation, all firms either made no change 
in the manner of compensation, that is 430 firms, cr they 
renewed limitations on compensation placed into effect last 

o 

year. 

That relate - ? to thirty-one firms. 

Passing the subject of correspondent charges is a 
further indication on page 12 indicating that there has been 
a restructuring of salesmen's compensation apparently due 
to the profit squeeze experienced on Wall Street, and 
apparently almost all of the firms reported no change in 
salesmen's compensation policy, which would indicate to me 
that they did not permit salesmen to share in the additional 
revenue derived directly from the surcharge. 

If I am mistaken, I would appreciate counsel's 
calling my mistake to my attention at this point. 

MR. SOVEL: Arc you talking to Mr. Jackson? 
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MR. JACKSON: I think your Honor has accurately 
sjmmarized those portions of the memorandum. 

THE COURT: Mr. Sove, you wish to say something? 

MR. SOVEL: If your Honor please, I hope it is not 
out of order for me to, first of all, state that I do not 
subscribe to Mr. Jackson's statements with respect to the 
portions of page 5 as to what the SEC meant by the 19(b) 
reference there. 

I am wondering if it would be out of order for me 
to call to your Honor's attention another portion of the 
memo at this time or whether I, perhaps, should wait. 

THE COURT: No, I would think as soon as Mr. Jack- 
son has finished calling particular portions of the memo to 
my attention, you could proceed much the same as I had 
counsel call to my attention portions of depositions after 
you had read your share. 

Is there anything you wanted to point out, Mr. 

Jackson? 

MR. JACKSON: Nothing further, your Honor. 

THE COURT: Mr. Sovel. 

MR. SOVEL: If your Honor please, I would 
specifically direct your Honor's attention to page 3, foot¬ 
note 3 and the text that precedes it up into the body which 
shows the studies made by the SEC staff prior to the initial 
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adoption of the service charge in which the footnote says 
or the text says that they made certain untested assumptions 

Then the footnote says, "For example, it was 
arbitrarily assumed that one-third of the additional 
revenues may be passed on to the registered representatives 
and not be available to the firm." 

That is the SEC's view before they permitted the 
adoption of the service charge. 

THE COURT: This is the SEC's view as stated in 
this memorandum of August 20, 1970 ?.nd you say that they 
are relating back to their thinking prior to the surcharge 
or service charge becoming effective? 

MR. SOVF.L: Your Honor, the memorandum sets forth 
the history of the service charge prior to the hearings 
that were held in June and July of 197 0, and the section, 
pages 1, 2 and 3, in fact up to page 4, deal with the back¬ 
ground pre-April 2, 1970 where the Commission is describing 
what it did prior to the initial approval. 

THE COURT: Let me cut you short. I think the 
point that you are making to me an I I accept for the moment 
is that the SEC, prior to the surcharge going into effect 
in April 197 0, was of the view that a portio’n of the 
service charge, specifically approximately one-third, could 
be passed on to the registered representatives. "Could." 
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MR. SOVEL: I think it would be more accurate that 
in testing the reasonableness of the amount that was being 
asked, they assumed that it would be. 

THE COURT: I recognize that. Now, we get to a 
point-after April where it appeals to have come to their 
attention that when you take the Constitutional provision, 
plus the Exchange's interpretation, a portion of the sur¬ 
charge was not being passed along to the registered 
representatives because, in essence, the Exchange told its 
member firms it couldn't be. 

I will be interested to know if after that fact, 
which apparently escaped the SEC in the first instance, if 
after that fact it came to the SEC's attention they permitte 
an extension of the surcharge for further periods of time. 

I would suggest they probably did. 

MR. SOVEL: Your Honor, I think the point that is 
here raised is that when they made their calculations in 
determining the reasonableness of the amount, they made 
certain assumptions. This goes to a question of what the 
conversations were and what may have been in their mind at 
the time they initially approved the service charge. 

Now, there is no evidence in this case that the 
SEC was ever specifically directed to come to grips with 
Article 15, Section 9 in its prohibition. There was a 
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complaint that the member firms, because the Exchange was 
not permitting them — by the way, that is not even in the 
record at this stage in the game either, your Honor — that 
the people were complaining about the New York Stock Exchang 2 
activity. There is no evidence that the SEw ever focused 
on the point, concerned itself about it or thought it could 
do anything about it. 

THE COURT: I have your point. 

MR. JACKSON: At this point, your Honor, I should 
like to read as an admission from the affidavit of Mr. 

Sovel, sworn to July 9, 1973, submitted in support of his 
motion for partial summary judgment for the plaintiffs in 
this action. I am commencing at paragraph 14 of that 
affidavit, which appears at the bottom of page 8. 

MR. SOVEL: Excuse me one minute, your Honor. I 
would like to have a minute to look at it. 

THE COURT: Of course. 

(Pause) 

MR. SOVEL: All right. 

MR. JACKSON: Paragraph 14. "By telegram dated 
May 19, 1970, an organization known as Association of Invest 
racnt Brokers requested the SI’.C to cause the \’ew York Stcc.: 
Exchange to direct all member firms to share the interim 
service charge on commissions with their registered 
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representatives. By letter dated June 22, 1970, Homer II. 
Budge, then the chairman of the SEC, responded to this 
telegram stating inter alia: 'The Commission has not inter¬ 
fered with the various compensation arrangements which 
firms have with their salesmen. We believe that this is a 
matter of determination by each firm with its registered 
representative subject only to the qualification that they 
act prudently to improve their operations and financial 
condition where such action is warranted.' 

"A copy of the entire letter from Chairman Budge 
is annexed hereto. Exhibit 7." 

Continuing, paragraph 15. 

MR. SOVEL: Excuse me. If your Honor please, if 
answer number 14 is to be offered, I request also that the 
exhibit referred to be included as part of the offer. 

MR. JACKSON: I was about to do that and I 
certainly accept that. 

£ 

THE COURT: I think that is quite reasonable. 

MR. JACKSON: May it be deemed marked, your Honor, 
and I will supply a copy for the Court's records. 

THE COURT: If Mr. Sovel doesn't take exception to 
’••’hat I am about to do, I could remove Exhibit 7 from your 
affidavit and that is the letter. 

MR. SOVEL: I have no objection. 

IOUTMIRN ni»T»lfT rnil»T ■■ « rnillTUAIMt 
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THE COURT: If there is no objection, I will do 
that now and we will put this letter of June 22, 1970 into 
evidence. Is that agreeable? 

MR. SOVEL: Yes. 

That is H? 

THE COURT: It is your Exhibit 7 and it will become 
Defendant s Exhibit H in evidence. No objection. 

(Defendant's Exhibit 11 received in evidence.) 

MR. JACKSON: If I may go on, your Honor -- 

MR. SOVEL: Are you going to offer 15? 

MR. JACKSON: Yes. 

MR. SOVEL: If your Honor please, paragraph 15 of 
the affidavit was an effort to shorthand state the contents 
of testimony at the hearing before the SEC. 

I have the actual transcripts of that hearing and 
I think it would be more appropriate just to answer the 
transcript rather than some paraphrasing of what they 
contain. 

THE COURT: Since to a certain extent paraphrasing 
is argument, I suppose the transcript would be the best 
evidence. Why don't you show it to Mr. Jackson and see what 

his disposition is. 

I gather that transcript includes pages 5554 and 
5555 of the transcript of the hearing; is that right, Mr. 
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Sovel? 

MR. SOVEL: Your Honor, unless somebody has removed 
them since I last looked at it, they do. 

MR. JACKSON: If your Honor pleases, at this time, 
the transcripts are fairly lengthy, I have not had a 
chance to read them, I am not sure that everything in them 
is pertinent to what is purportedly summarized in this 
paragraph, and at this point I propose to read the paragraph 
as Mr. Sovel's admission, which I think is binding, and 
perhaps after the interval I can respond to the question of 
whether the transcripts themselves in full apparently should 
be admissible with respect to this admission. 
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THE COURT: Let me suggest this: in turn to 

3 

rebuttal Mr. Sovel offers the transcripts, I will take them 

4 

and in my judgment they will supersede whatever you read 

5 

now. You are free to read if you like. 

6 

MR. JACKSON: Paragraph 15 — 

7 

THE COURT: Mr. Sovel, I assume you have no 

8 

objection to that procedure? 

9 

MR. SOVEL: I have no objection to that procedure. 

10 

your Honor. As long as we understand that an effort 

11 

to paraphrase when we have no personal knowledge has a very 

12 

limited effect in this kind of litigation. 

13 

THE COURT: it is a matter of the weight I will 

14 

give to it and I will very carefully make sure that your 

15 

paraphrase is supported by what the transcript says because 

16 

this is in the nature of hearsay. 

17 

You may proceed, Mr. Jackson. 

18 

MR. JACKSON: Paragraph 15. "In July of 1970, 

19 

following the SEC’s non-objection to the indefinite ex¬ 

20 

tension of the service charge, the SEC reconvened hearings. 

21 

which it had been holding on the commission rate structure 

22 

of the securities industry. The July hearing dealt 

23 

specifically with the question of whether the service 

24 

charge should continue to be extended, in the course of 

25 

these hearings Mr. Merrill J. Chapman, president of the 
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Association of Investment Brokers testified, in the course 
of his testimony he started to raise objection to the 
SEC's failure to provide that registered representatives 
be paid commission on the service charge. At this point 
he was advised by Mr. Nicholas K. Wolfson, an assistant 
director. Division of Trading and Markets of the SEC, 
that the SEC had taken no position on whether the service 
charge could or could not be shared with registered 
representatives. This discussion, which appears at pages 
5554 and 5555 of the transcript of the hearings is annexed 
hereto. Exhibit 8. it may be noted that Mr. Wolfson 
specifically referred to the letter previously sent to 
the agency, i think that should read"Association for 
investment Brokers from the chairman of the commission 
under date of Juno 23, 1970." 

THE COURT: I would note for the record, unless 
there is another letter, that the letter which is in 
evidence as Defendants''Exhibit H is June 22, 1970. But, 

Mr. Sovel, i assume you know of no other letter which 
was sent to the Association of Investment Brokers, that 
is any letter other than Exhibit H? 

MR. SOVEL: That's correct, your Honor. I suspect 
that at the time it was a typographical error that I did 
not pick up. 
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MR. JACKSON: Now, going on if i may, yoU r Honor. 

1HE COURT: Please do. 

MR. JACKSON: Paragraph 16. -Mr. Sam Cordova, 
president of the American Association of Securities 
Representatives, also testified at the hearings before 
the SEC in July Of 1970. in the course of his testimony 
he also was advised by Mr. Wolfson that the SEC had taken 
no position on whether registered representatives could 
be paid commission based on the service charg . This 
portion of the testimony appears at pages 5819 and 5819 

of the transcript of the hearing, copies of which are annex! 
hereto. Exhibit 9." 

Now, that is all I propose to read at this time 
from Mr. Sovel's affidavit. 

I do offer with these admissions Exhibits 8 
to the affidavit, which are the portions of the 
testimony which Mr. Bowl's affidavit purports to summarise 
and I think that they are properly admitted since he j 

attempts to summarise them, but I do not believe that I 

any other portions of that testimony is admissible at 
this time. 

THE COURT: Well, under a doctrine of completeness I 
I would suggest that if Mr. Sovel desires to introduce 
other portions of the testimony, I would be disposed to 
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MR. JACKSON: I draw your Honor's attention, 
if I may, to section 2 providing that the Board of 
Directors of the Exchange may impose a charge on members, 
member firms, and member corporations measured by their 
respective net commissions on transactions effected on 
the floor of the Exchange and with certain exceptions, 
which are not relevant, it limits the amount of that 
charge to 1 per cent of the difference between the gross 
cbmmission charged by the member on account of such trans¬ 
action and the commission is payable by such member 
to other members on account of such transaction. 

THE COURT: What is your proposed offer, sir? 

MR. JACKSON: I find that this document apparently 
has already been marked. 

THE COURT: What is it if i may inquire? 

MR. JACKSON: I believe it is Defendants' Exhibit t. 

THE COURT: That is the educational circular 
number 285? 

MR. JACKSON: Yes, your Honor, April 2, 1970. 

THE COURT: Educational circular 285 is in 

evidence. 

MR. JACKSON: Right. I would like to draw yor 
Honor's attention to page 3 of this exhibit — 

THE COURT: Yes. 
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MR. JACKSON: The top of the page, the first 
paragraph reading as follows: 

"The member organization will have to maintain 

separate records of commissions and service charges. The 

service charge will not be used in arriving at the New 

* 

York Stock Exchange 1 per cent charge on net commissions." 

THE COURT: So I can have just a little background 
at the moment, although I know it is testimony and you 
are not a witness, just what is it or what was the New York 
Stofck Exchange 1 per cent charge on net commissions? 

MR. JACKSON: If your Honor pleasses, there are 
two main sources of revenue that the exchange has. 

One is revenue from listing fees for securitie 
listted on the exchange and the other, except for dues 
which are really nominal, the other are charges paid by 
the member organizations and that is a 1 per cent charge 
based on the net commission received by the member firm 
on the transaction on the exchange. 

These documents show that 1 per cent was charged 
only on the commission and not on the service charge. 

THE COURT: So the stock exchange, vis-a-vis 
the member firms, is in somewhat the same position as 
the plaintiff registered representative? 

MR. JACKSON: It was not sharing. That is exactly 
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THE COURT: It did not share in the service 


MR. JACKSON: ' That ' 8 right. The member firms 
all. 

★ ★ ★ 


* 
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. EXHIBIT 1 

LETTER DATED MARCH 16. 1970 FROM NYSE TO SEC 
New York Stock Exchange 

Eleven Wall Street 
New York, N. Y. iooos 





March 16, 1970 


The Honorable Hamer H. Budge 
Chairman 

Securities and Exchange Commission 
500 North Capitol Street 
Washington, j. C. 20549 

Dear Mr. Chairman: 

My letter to you dated March 13th promised to submit to 
you this week our proposal for immediate interim financial 
relief; As I mentioned in that letter, many member firms are 
suffering large losses month after month not only on their 
brokerage business but on their over ill operations. In the 
month ot February, the financial plight of many member firms 
appears to have intensified. Because the Commission's review 
of the NERA report will inevitably require time, while the 
need for financial relief is urgent, we submit the following 
interim proposal: b 


The NYSE Interim Proposal. 

We recommend the imposition of a charge of $15 on all 
orders up to and including 1,000 shares. However, we recom- 
men a ceiling on this charge of 507 o of any increase above 
the present schedule. In other words, under no circumstances 

e harge , S an Y order be allowed to increase more than 
50/o above the level established for that order in 1958. 

We believe t_hat this proposal is a minimum necessary 
to restore some measure of financial health to the securities 
commission business. It will not be sufficient to make small 
or ers rully remunerative, but it will allow some of the fi¬ 
nancial relief necessary for the survival of member firm or¬ 
ganizations during the period immediately ahead. 


f, <*L . 
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of va?io!lt V ?ife' 1 Sith d che S foTloSing f resultT OPOSal ° n ° rderS 


Order Size 


1 

100 

200 

300 

400 

500 

600 

1000 


99 

199 

299 

399 

499 

599 

999 

1099 


Industry Increase 
(millions or aollars) 

$ 101.2 

• 198.6 

\ 71.6 

25.4 
12.1 
» 20.8 
. v 9.1 


10.1 


$448.9 


. vantages^c^e^ndlt! Pr ° P ° Sal hiS several iD P°« a « ad- 
f inns 'rr.os c^t i°need «« Primarily to those 

to a bir. T S;„KS?^th , b? , 1 s;tiSs r s!:*: 1 ,^ a s; 33 “ «*•••■» 

and ,y accG P c i n 3 the 50% eliding “at 
would increase commission rates on orders no toIda 

a total Of $660 million if applied,Wall nys? b/ 

to actenrv t-rniro 1 - .11 , ■ ** ( D y aii member rirms 

t 7? e . y erodes xn all markers. Our interim chiTop 
yield increases only two-tni-ds ascharge wouio 
calculaeinnc .v, fl ~ ,^ cs as g-eat. According to our 
$450 million! lnte ^im increase would come to less than 

3. The public is protected by the fact th-tt -n^ + 

with the 17 67 in ?h« n 5rS? Se WOuld arnount: Co 18.07. compared 
tae 17.6/. m the NLRA recommendations for all markets. 

4. The proposed rates would tend to move broke>-a^e 
charges tr.or^ closely in line with the costs of senSIil* 
these ordc*. Thus, v;e believe that this recommendation r-iii 

ISS'.SSi&g di ~“ ion •* a 

impact 'of ^the^higher^chnrgcs^eedec^by^ember ?i™fo-h--!l 

orders,.especially odd-lot trades. With a heavy ton“o"ln- 
tlon Since 195v, when rates were last changed, there 
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should be little justifiable opposition to a realignment of 
charges which limit the increase to a 50% maximum. The im¬ 
position of the 50% ceiling makes it necessary to spread 
some of the needed increases among other size orders, which 
accounts for the fact that we are now recommending an interim 
increase in rates on all orders up to and including a thousand 
shares. 


6. This proposal would allow member firms to meet the 
costs of their retail orders but it would not make these 
profitable. Because the proposed interim increase would pro¬ 
vide only partial relief, and because it would still not 
yield a positive return on capital for firms in the retail 
end of the business, we would hope that this interim adjust¬ 
ment would be replaced by a more permanent and more sufficient 
commission rate schedule before long. 

7. Another feature which recommends the interim proposal 
is its simplicity. It should be easy for the public to under- 
stand an orter charge such as we are proposing. We believe 
this proposal also has merit from an operations standpoint in 
that firms ft present must account separately for orders in 
excess of 1.000 shares. 

In view of the need for immediate interim relief, we are 
intending to adopt the proposed order charge, without a member¬ 
ship vote, pursuant to the provisions of Article XV, Section 9, 
of the Exchange Constitution. Our plan is to suggest the 
adoption of the rule to the Exchange's Board of Governors at 
its Policy i'eeting on March 19th. 

I thought you xeould want to know that this proposal car¬ 
ries the unanimous recommendation of the Costs and Revenues 
Committee. Though a wide segment of our industry has been 
acquainted with this proposal, there has been no opposition 
in any quarter. 

Sincerely, 
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March 19, 1970 


Mr. Irving M. Pollack, Director 
Division of Trading and Markets 

E: Change Conmisaion 
500 North Capitol Street, N. W 
Hashington, D. C. 20549 

Dear Mr. Pollack: 


Act of 1934*^^are ^ub^itr 3 ” 8 £ nder the Securities Exchange 
Rule 3S3 whLh ue propose to ^asenff 1 C ° piGS of a new 

^ or -final approval at the earliest °.^ oar< * of Governors 
to expedite this matter^o x^ould verv 1 : date * 10 80 e£fo « 
calving your comments Leforo the end of the “, PprCClaC8 *- 
Mpn period required under Rule h hree v:selt Potiljpa- 

■nake a charge of "not less^than tw" thaCnenber organizations 
commission cpoUcable co c.he“ r dir ror^hf ° r 50% of che 
rule, an order would be defined»«’«„„? - he P ur P oses of this 
one or more round lots and an odd 1« ?Ls COJlb ““ cion ° f 
shares at $40 would carry a cinoi/ , T » ** orde r for 210 

two charges, one of ?lTon the fon ot 515 racher than 

10 shares. ? Che 2u0 shar «« and one of $S on the 

Section Tlf^l £.£££“ ^ ^ -tide 
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ending copies of this letter to each of the 
because it will implement a proposal made before 
on Tuesday, March 17. On that occasion and at 
i have urged that the condition of our member 
r today makes an early enactment of this proposal 
ia ry. I hprdly need add that the urgency of this 
rith each day that passes. 


Sincerely, 


•' pVe^ CSERTi - ,>,AAt ^’ 


;ible Hugh F. Owens 
■ible-Ar'Sydney Herlong, Jr. 
able Richard B. Smith 
able James J. Needham 

jf 
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EXHIBIT 8 

EXHIBIT 8 - EXCERPT FROM MINUTES OF NYSE BOARD 
OF GOVERNORS 1 MEETING OF MARCH 19, I 970 




M Mr * Haack reported on behalf of the Special Committee on 

7' C °® tS * nd Revenues and presented the Committee's recommend.,- 
tion that the Board approve in principle, for discussion with the SEC 

Rulers?" 1188100 3t 3 fUtUre meetin S of ^e Board, the following new 


\Y 


10 In addition to the commission computed in 

accordance with the pr ovisions of paragraph 2(a)(1) 
o f the Constitution, -e ach member organization shall 
c harge and coll ect upon the execution on the Floor of 
0 ^ any order f ur the purchase or sale for 
the^account of a non-memb er or an allied member of 1 T QQQ 
shares or le ss a service charge equal to not less than 
. - less e r of $15 or 5 0% of such commission. For the 
BH I E °scs of this Rule , a n order shall be deemed to include 


all purchase s o r sales for one account of round lots or 
od d lots or both of a sin g le security, on the same dav T 
pursuant to a single order. . 

On motion duly made, seconded and carried, the Board approved 
the proposed new Rule. 
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EXHIBIT 9 - NYSE MEMBERSHIP BULLETIN DATED 
MARCH 19, 1970 




York Stock Exchange 

Eleven Wall Street 
New York, N Y. 10005 


ROBERT W MAAC K 

P»t5iOEN r 



TO: Members and Allied Members March 19, 1970 

SUBJECT: Interim Service Charge 

The Board of Governors today approved in principle an interim measure to relieve 
the cost pressures on the securities industry of handling commission business, 
particularly for smaller orders. 

The plan provides for instituting a service charge equal to not less than the les¬ 
ser of $15 or 50 per cent of the required minimum commission. A copy of the pro¬ 
posed rule and a table showing examples of the effect on typical orders are enclos 
ed. 


Although firms should be aware that since this is a minimum service charge, the 
Exchange Constitution does not permit the charge to be shared in the form of com¬ 
pensation to member firm registered representatives, we would remind firms that 
they may continue to follow their individual policies in sharing the minimum com¬ 
mission with their sales personnel. 

The charge would be imposed by means of a rule of the Stock Exchange which now 
goes to the Securities and Exchange Commission for their comments. Allowing for 
the normal three-week waiting period for SEC comments, if the Commission inter¬ 
poses no objection, the new charge could be given final approval by our Board on 
April 12 and take effect shortly thereafter. However, we have asked the SEC to 
expedite their review in order that we might have their comments in less than 
three weeks. 


It is evident that this interim charge is not a broad revision of the commission 
structure, such as outlined by our consultants, National Economic Research Assoc¬ 
iates, in the proposal filed with the SEC February 13. However, the SEC staff has 
indicated that it may be many months before it can complete its review of the NERA 
proposals for a basic restructuring of commission rates. Meanwhile, the industry 
urgently requires immediate interim relief. The $15 charge, with its 50 per cent 
limitation, would accomplish this objective by increasing gross commission income 
of member organizations by an estimated 18 per cent (if applied to gross revenues 
for the first half of 1969). This is approximately the same size as the increase 
for all markets as recommended in the NERA proposal. 

Chairman Lasker, Vice Chairman DeNunzio and I have told the Commission that we be¬ 
lieve this charge is the minimum necessary to restore some measure of financial 
health to the securities commission business. While it will not be sufficient to 
make small orders fully remunerative, it will allow some of the financial relief 
necessary for member firm organizations during the period immediately ahead. 
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We believe that this proposal has several important w^vantages to recommend it: 

(1) The order charges would flow primari 1 to those firms most in need of re¬ 
lief. ; 

(2) The plan keeps the increases paid on small orders to a bare minimum, both 
by limiting the aggregate dollars requested and by accepting the 50 per 
cent celling. The NERA schedule would Increase commission rates on orders 
up to 399 shares by a total of $660 million if applied by all NYSE member 
firms to agency trades in all markets. Our interim charge would yield in¬ 
creases only two-thirds as great, less than $450 million. 

(3) The public is protected by the fact that the net amount of the interim re- 

is not substantially different from the aggregate ultimate relief pro¬ 
posed by NERA on a net basis. 

(4) The Interim charge would tend to move overall brokerage charges more close¬ 
ly in line with the costs of servicing these orders. Thus we believe that 
this step will begin to bring rates in the direction of a more balanced and 
more equitable structure. 

(5) The 50 per cent celling on any rate Increase mitigates the Impact of the 
higher charges needed by member firms on small orders, especially odd-lot 
trades. With a heavy toll of inflation since 1958, when rates were last 
changed, there should be little justifiable opposition to a realignment of 
charges which limit the increase to a 50 per cent maximum. The imposition 
of the 50 per cent ceiling makes it necessary to spread some of the needed 
increases among other size orders, which accounts for the fact that we are 
now recommending an Interim Increase in rates on all orders up to and in¬ 
cluding 1,000 shares. 

(6) This proposal would allow member firms to meet the costs of their retail 
orders but it would not necessarily make these profitable. Because the 
proposed interim charge would provide only partial relief, and because it 
would still not assure a positive return on capital for firms in the re¬ 
tail end of the business, we would hope that this interim adjustment would 
be replaced by a more permanent and more sufficient commission rate sched¬ 
ule before long. 

(7) Another feature which recommends the interim proposal is its simplicity. It 
should be easy for the public to understand an order charge such as we are 
proposing. We believe this proposal also has merit from an operations 
standpoint in that firms at present must account separately for orders in 
excess of 1,000 shares. 

The Interim charge was recommended unanimously by the Costs and Revenues Corrmittee 
and voted unanimously by the Board of Governors. A wide segment of our industry 
has been acquainted with the plan at special meetings this week and there has bei'n 
no opposition in any quarter. 

I think you will agree that on an emergency basis this Interim charge will help 
the Industry to recover more of the costs of serving the small Investor. This 
should provide substantial encouragement to firms to maintain and Increase their 
service to the small Investor whose corj^lnued participation is essential to the 
liquidity of the central market. 
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Proposed Rule 383 on Service Charge 


In_ addltlon to the connl sslon computed In accordance with 
— provisions of paragraph i(.Ul) of r he ConstlmMon , ...k 
organization sh all ch arge and collect upon the 
o i L the Floor of the Exchange of a n y order for the Burch,,. 
sa le for the account of a no n -member or an allied member of l [ nnn 

sja_ re, or leee a service charge equal to no f lea a than the . 

pt $15 °r 507. of such commission. F or the purposes of thl. ».,l. 
an order shell be deemed to Include all purchases or s.les f„, 

on e account of roun d lots or odd lots or both of a sln.1.-,> T [ 

on. the same day, pu rsuant to a single order 
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COMMISSIONS PLUS PROPOSED SERVICE CHARGE 


Shares 

Per Order 

$10 

$20 

-Price--- 

$40 

$50 

$75 

20 

$ 9.00 

$ 13.50 

$ 19.50 

$ 22.50 

$ 30.00 

50 

15.00 

22.50 

37.50 

44.25 

50.75 

100 

25.50 

40.50 

54.00 

59.00 

61.50 

200 

49.00 

69.00 

93.00 

103.00 

108.00 

500 

100.00 

150.00 

210.00 

235.00 

247.50 

800 

151.00 

231.00 

327.00 

367.00 

387.00 

1,000 

185.00 

285.00 

405.00 

455.00 

480.00 

Over 1,000 



No Change 




Shares 

Per Order 

PER CENT 

CHANGE 

OVER PRESENT 

COMMISSIONS 


$10 

$20 

rrice - 

$40 

$50 

—$75 

20 

50.07. 

50.07. 

50.07. 

50.07. 

50.07. 

50 

50.0 

50.0 

• 

50.0 

50.0 

42.0 

100 

50.0 

50.0 

38.5 

34.1 

32.3 

200 

44.1 

27.8 

19.2 

17.0 

16.1 

500 

17.6 

11.1 

7.7 

6.8 

6.5 

800 

11.0 

6.9 

4.8 

4.3 

4.0 

1,000 

8.8 

5.6 

3.8 

3.4 

3.2 

Over 1,000 



No Change 




$100 
$ 37.50 
57.00 
64.00 
113.00 
260.00 
407.00 
505.00 


$100 

50.07. 

35.7 

30.6 

15.3 

6.1 

3.8 

3.1 
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EXHIBIT II - LETTER DATED APRIL 2, 1970 FROM 

securitiII c aiJd Snge commission 


WASHINGTON. D C. 20549 




April 2, 1Q70 


Mr. Unhurt l/. ilaack 
President 

Npw v °r« Stock Exchan-e 
ULevon ; 11 S fv.-f-t 

New York, Nn; York 10005 
Dear Mr. Haeck: 

In your letter of March 19 1970 

for our review nursu ot- <2, . * l 97 D. you subrru tt^d 

170-0, a proposed rulC^ nioh^'^ 1GS Exc,w "S« Act Rule 
zatiens tc impose a siuvK-r^ in' 1 ? , '' t?rnljei ' ergeni- 

oT S15 or fifty percent of the ™ilir ••T" ° f a . SPrv -Lee fee 
2Vf ‘ r is the looser, on ardor- of Fit . W comrni ssion, whi c h- 
icss. The Exchange states that tn-c thou f i;nd sh *™* or 
to give interim finaneL.nl rej iV to -ff™ 1 V Chai ' Se iS noeded 
Con.ru.scion considers the ornp OS) is \n\ 1 " UStry whI1<1 - the 
lri the existin'' v'.nte ‘•trurn». ^ • loo-er term revisions 
February WCTT 2 -^ 1 by the Exchange on 

Exchange repruscnt8 t that t a t lHr”o°n tfd | inte J! i,T ' increase, tiie 
zations* v hieh do a pu lie bu"Se. ' 01 itS organi¬ 

cs in loon and that thesltuv’i fnT'V substantial 
during the first quarter of J970' has further deteriorated 
mission confi -ns ?he low ^ thc C — 

losses and tli • m-renr,., H . 0 oi these firms. Past 
influenced many number f/r-is ™ n ^ nucd [*"uncial drain have 
services to small investor-‘ \ J ,nr ? oso li, lt tntions on their 
National Econo do iVsi .aral^V'-o^ - f tl,taus3 Prepared by 
by mure recent samplin', s of meiH. a'^ * Jl . K * us supplemented 
estimates that a surcha’r ... n f is lS?^ 1 ???» the Exchange 
required to provide adequate hrol c " *° Cif ? P^^it is 

VPS tors and to retain needed on l\\", • ^V Vlc f s for sn.all in- 

business. capital Kithj .11 the securities 
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The Commission is aware of the contribution of 
sinll inventors to the depth and liquidity of our trading 
markets end considers it to be vital to the public interest 
that such investors continue to be able to participate 
directly in runity investment. We are also concerned with 
the finunci iJ. problems of the industry and the losses sus¬ 
tains, in the past year and during the first quarter of 1970 . 
Accordingly. \e will no j object to the Exchange imposing an 
n ter ini sure.surge on rate r. to provide emergency financial 
relief while i..ore fundamental alterations ot the existing 
ruto stricture can be considered, 'lowsvcr, wo believe such 
action u iii ha viewed us justifiable only if the service fee 
is to Le imposed for a nincty-duy p iriod only and will expire 
thereafter. This sell-liquidating actor would assure that 
the increase will, in fact, lie an i iterim measure. Its con¬ 
tinuance to. wore than one quarter .'ill require a review of 
the economic conditions, including rransaction volume levels 
existing at that future time. 

The Commission expressly predicates its non¬ 
objection to the Interim increase i.i charges upon its expec¬ 
tation t..at the Exchange will take all steps necessary to 
assure tiiat lull brokerage services lor small investors are 
restored and that transaction size and other limitations on 
such accounts imposed in the last year by the Exchange's 
membership will be removed. We also expect that the°Exchanrre 
will Undertake to make certain tiiat the additional revenues^ 
produced by the Interim surcharge will be received by the 
member firm obtaining the customers order and will be pru¬ 
dently employed by its member organizations to improve their 
operations and financial position. 

Lastly, we wish to emphasize tiiat the Commission’s 
action is based on our understanding that immediate financial 
relie! is required. Our study oi the existing commission 
lace structure will o* infinite and v.*e simll also monitor the 
operation oi tiie interim fee arrangement. A full examination 
ot the proposals for lunger term revisions in the rate struc¬ 
ture will be made as expeditiously as possible. In this 
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regard, the Commission < 
promptly comply \ i th on. 
underlying data and m:> t• 


£ 6 //} 


April 2, 1970 


•xpeets that the Exchange will 
’ r«•epicst to r-a';r. available all 
rial.-; required J or such review. 

Sincerely, 

//’ . •/ ' / ■ 

-r / ' . 

w. • / / - ^ 

/ Hamer 11. budge 
Chairman 
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EXHIBIT 7.7 - LETTER DATED JULY 1. I97C 
FROM SEC TO NYSE 

SECURITIES AND EXCHANGE COMMiwoiuw 


WASHINGTON. O.C. 20(41 



JUL 1 1970 


Mr. Robert W. Haack, President 
. New York Stock Exchange 

_ Eleven Wall Street 

New York, New York 10005 

Dear Mr. Haack: 

We understand that officials of the New York Stock Exchange have 
interpreted Rule 363 to prohibit a dual member from taking the surcharge 
| into account for purposes of according regular-way reciprocity to a so .a 

| member of a regional exchange. In our letter to you of April 2, 1970 

we stated: "We also expect that the Exchange will undertake to make 
' certain chat the additional revenues produced by the interim surcharge . 

will be received by the member firm obta i ning the customer's order and , 
will be prudently employed by its member organisations to improve their 
operations aid financial position." [Emphasis added.] 

While this statement was in the context of the relations between different* 
members of the New York Stock Exchange it is equally applicable to the 
relations between a member of your Exchange and a sole member of a regional 
exchange. When the matter of the surcharge was presented there was no 
suggestion that it was intended to give members of your Exchange any 
• advantage over sole members of regional exchanges or to change the status 

quo respecting the ability of members of different exchanges to compete 
for and give service to customers. On the contrary, the entire basis for 
the charge was the assumed emergency need to cover the expenses of hand- 
. < ling small orders, primarily in the area of originating and settling 

. securities transactions of customers. 

It may bo that the position taken by your Exchange with respect to the 
natter of regular-way reciprocity rests on the technical distinction between 
a service charge and an increase in commission rates. Whatever the impor¬ 
tance of this distinction for the purposes of your Exchange expediting the 
procedures for obtaining this interim emergency financial relief, it can 
have no relevance to the problem of fair treatment as between members of 
your Exchango and sole members of a regional exchange. 
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Accordingly, we would appreciate your confirming to the Commission that 
your member firms have been advised that, notwithstanding any prior 
contrary interpretation of rule 383, regular-way reciprocal practice* 
involving members of regional exchanges who obtain customers' orders may 
Cake the service charge into account. 

Sincerely. _ 


Hamer H. Budgo 
Chairman 





« 


•"ctor 

* O BUu 1 t 


EXHIBIT 28 

■ FR0H «e To N £ v7r MT£0 *ir 7> , 970 - 

JUl 7 1970 

Hr, Robert 1/ u 

*»* Scoc'k^ck ,>rcs W«"t 

• NC “ *»* 10005 

“" r Hr - Haack: 

Enclosed Is a c 

^zvl This 

^flccr^oj r" C - aCti ° n 

tJlc Coaais^v e tJ£c hange to ’ a °-£°i ?nJss jr» n r th ° service 
*«• is k,r“ # /5*a ^ksi^-'i^lncs. 

£, el,1 » «on0 Eon C t 1C “ d fr °» *ulo !«" J - 1P70 c5i " Viti!d — 
.rule win e*n7 ° £ r „, " 33, r he CoaJl - tion 

“onn-oapr^? «T such eta.* ex «Pt OJ, co ,d7 clo s “" ob >=Cs ’ 
“""‘Mw. wi? 'tfiirS >° c “Si5rrar- a £. Ah» 

*“*>« “PPrcdaccd. “ e Exchil "SP _ 

”* e same terae arvl ° to this 

£K££ ? f , „ 

^change wls ^es -o^a*? 0 C ° nc inue in the ln *tial 

Pn,d *“ .H^* 1 ** Us needT° Ct - 

*ati 0ns f ?ilca Cio n of t K„ Cps be r4 >„ d for the 

, “ J £ 8 * w * S;t r oS ‘- 




Sincerely, 

/ 


Enel, 


osurc 


Wao ° r H. Cud/> 
» Chairman 
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'J/A ' ? A 
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LETTER DATED MARCH 13, 1970 FROM NYSE 
TO SEC 

New York Stock Exchange 

Eleven Wall Street 
New York, N. Y. 10005 

ROBERT W.HAACK 

RRCBiOCNT 


* 

S' ^ 

OIAIRMAN’S OFFICE 

RECEIVED 


__ MAR 1 3 1970 

SEC. & EXCII. C02OL 


March 13, 1970 


The Honorable Hamer H. Budge 
Chairman 

Securities and Exchange Commission 
500 North Capitol Street, N. W. 
Washington, D. C. 20549 



S>J 

>/^/ hi 


Dear Mr. Chairman: 

My staff and our consultants have reported to me the 
views expressed by your staff at a meeting with them last 
week and the request for additional data. Since the re¬ 
quested supplemental data bear on material which I submit- 
ted to you and the Commission on February 13, I thought it 
might be appropriate to express in this letter my views on 
some of the issues raised: 


^fY 


N > 


1. The SEC staff indicated that it may be many months 
before it can complete its review of the NERA proposals for 
a basic restructuring of commission rates. If this is the 
case, the industry must have some immediate interim relief. 
You will recall that at our February 13 meeting, I describee 
the serious financial plight of many firms in the industry 
on the basis of data through the third quarter of 1969. 

2 *-,, T i\ V ^ ew was ex P r essed that the need for immediate 
rate relief had not been sufficiently documented. It was 
su SR es ted that the New York Stock Exchange collect and pre- 
sent to the Commission data for the fourth quarter of 1969. 
Specifically, information was requested on the financial 
performance of sixty-seven firms during the final quarter 
of the year in both their security commission business and 
their other lines of activity. 


3. The SEC staff seemed to lean to the view tha any 
interim rate adjustment should be just a minimum to keep 
member organizations barely solvent, that is, out of bank¬ 
ruptcy. Moreover, in assessing what this amount would be.- 
it was suggested that all types of business done by bro¬ 
kerage firms be considered, not just securities commissions. 


I 
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I would like to comment on each of these points and to 
further documentation of the immediacy of the finan¬ 
cial problem facing many important firms: 


vTT 7 r»A a PP rec ^ a ^e that the Commission's review of the 

NERA proposal cannot be done overnight. Needless to say 
we are ready to ^operate with you and your staff in this 
review. But wh _e this evaluation of the NERA study is 
under way, many firms find themselves in a financial posi- 
tion, described later in this letter, which requires imme¬ 
diate action. Because delays may have adverse repercus¬ 
sions not only on the industry but the general public, we 
plan to present next week specific proposals designed’to 
moderate the deficits being incurred month after month by 
a considerable number of member firms. 


c . 2 ; , T ^ me does n °t permit us to collect and analyze 
financial data for sixty-seven firms during the fourth quar- 
ter of 1969 and still respond to the serious financial con-• 
ditions which prevail. The survey itself would be time- 
consuming and additional weeks would undoubtedly be required 
to scrutinize the reports. The very undertaking would make 
immediate rate relief impossible. We have, however 

w fthin the last few days pertinent information on 
the financial condition of a group of firms so as to enable 
you to appraise the immediacy of the problem. We are not 
contending that these firms constitute a statistically re¬ 
presentative sample of the industry. Rather, we are offer¬ 
ing these data to support what is the fact: that many sub- 
stantial firms are suffering grievous losses and that prompt 
relief is required. These firms accounted for approximate 1 - 
per cent of the brokerage business done in 1969. 


I am sure I need not dwell on the fact that the secu- 
industry differs fundamentally from other businesses 
in terms of the interdependence of firms and the public in¬ 
terest in maintaining their financial stability. There¬ 
fore the existence of an emergency situation cannot be mea¬ 
sured only by the percentage of firms in financial difficulty 
but rather by the number and size of those suffering unsus¬ 
tainable deficits.Failures in our industry, even of a few 
su stantial firms, would create financial problems for other 
firms m the form of fails, dividend claims, and DKs. Thus, 
a failure of only a few firms could generate a chain reac¬ 
tion of repercussions within the industry, which ultimately 
might undermine public confidence. 
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We strongly that any adjustment which is to 

be in effect for more than a few months must go beyond as 
has been suggested, just keeping "the patient alive.” ’if 
all that an adjustment does is to balance income and out- 
of-pocket expenses, capital is likely to be withdrawn from 
the brokerage business. Firms will be under pressure to 
letrench and to forego the very measures needed in our in- 

to ^ a i- se the level of productivity. 
This would itself constitute an improvident and backward 
step. As one regional member firm stated in a letter to 
us la * week: 


• 

Beginning in the middle of last year, we have as of 
now reduced fixed operating costs to a point below 
wmch any further cuts would necessitate a signifi¬ 
cant curtailment of our services to our customers. 

In our Operations Department alone, we have reduced 
personnel by 25 per cent over the last nine months.” 

To adopt a policy designed to keep this industry 
merely at the brink of solvency for an extended period 
would be to encourage abandonment of all the progressive 
steps being urged on the industry. Only if a fair return 
on capital can be realized will capital flow into the 
brokerage business and remain in it. Only under these 
circumstances will operational capacity be enhanced, and 
the public be adequately served. 


Furthermore, it does not seem proper to relate con¬ 
sideration of the need for an interim adjustment to the 
profitability of other phases of a firm’s business than 
its security commission operations. The fact that firms 
have thus far been willing to subsidiz° brokerage opera¬ 
tions should not be turned into a requirement that they 
must continue to do so. Some firms were willing to under¬ 
write deficits in the apparent hope that the period of 
severe losses would be temporary; they are able to do so 
only for a limited time. Most important, as a basic prin¬ 
ciple, it is not fair or economically feasible to expect 
firms to carry on their agency business at a loss. Capital 
can be shifted within the firm from activities which pro¬ 
duce a loos to those which are profitable. Any rational 
businessman would pull in his horns on business causing 
losses and that, of course, is what is happening right now. 
Oifices are being closed and merged; customers whose busi¬ 
ness results in losses are being turned away; and capital 
is being shifted to more profitable areas of the business. 
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No firm can justify for long subsidizing a loss operations. 
Moreover, we believe that the basic philosophy underlying a 
recommendation to subsidize the securities commission busi¬ 
ness represents a dangerous precedent. Suppose the industry 
were suffering losses on some non-commission part of its 
business, say, on arbitrage or commodities trading. The 
philosophy of including all types of business in determining 
a rate would require higher commissions on brokerage trades 
to cover these other losses. Would it be sound regulatory 
policy for the Commission to permit an interim increase if 
necessary to subsidize losses in the non-commission part of 
a firm's business? We think not. 

Whatever the theoretical merits or equity consideration 
of the various facets of this problem, such other profits 
are in fact unavailable to most of the firms studied in our 
latest survey. Even if one were to grant, for the sake of 
discussion, the notion that member firms could be induced to 
subsidize the brokerage business with profits earned on 
capital elsewhere employed, the facts of the case would seem 
to make this impossible. Of the ten firms tabulated in our 
special survey described below, very few had any profits 
available for transfer. Overall, the facts were as follows: 


Third 

Fourth 


Full Year Quarter 

Quarter 

January 

1969 1969 

1969 

1970 


Dollars )• 



Losses on Securities 
Commission Business 

$98.3 

$34.8 

$23.5 

$8.4 

Overall Losses 

$38.3 

$26.9 

$ 4.4 

$4.5 


THE NEED FOR IMMEDIATE RELIEF 

The I & E Reports for the full year 1969 are just now 
being received; they have not yet been processed sufficiently 
to permit their use for detailed analysis of member firms' 
current financial status. However, a preliminary count in¬ 
dicates that 158 of the 256 firms from whom I & E Reports 
have been received apparently suffered losses on their secu¬ 
rities commission business in 1969. Thus, over 53 per cent 

« 

«• 

■ 

I 
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of the firms reporting so far lost money on their securities 
rp1[pf SS *p I h ^ S fa 5 C alone strongly suggests the need for 

in ^ rder Co P r ° v fde you with an even more cur¬ 
rent picture, and to go as far toward meeting your Staff's 
requests as is consistent with the immediacy of the problem 
we have gathered additional data. proDiem, 

fi r-m C T /L S ! :a 5^ ha s suggested a survey of some 67 member 
firms (including firms specializing in large orders) Ifn- 
fortunateiy, the time required to complete such a survey 
would be so great as to make immediate relief of the current 
financial plight impossible. We have, however, collected 
data from 10 major member firms which, in the aggregate ac¬ 
count for nearly 20 per cent of commission income. These 
firms currently (January, 1970) employ over 38,000 indivi¬ 
duals and -arry just under two million customer accounts, 
ihe firms are: 


Bache & Co., Incorporated 
Francis I. DuPont & Co. 

Glore Forgan, William R. Staats, Inc. 
Goodbody & Co. 

Hayden, Stone Incorporated 

Hornblower & Weeks-Hemphill, Noyes 

E. F. Hutton & Company, Inc. 

Shearson, Hammill & Co., Incorporated 
Thomson & McKinnon, Inc. 

Walston & Co., Inc. 


We have not asked these firms to undertake the labori¬ 
ous and time-consuming task of allocating expenses between 
their securities business and other lines of activity such 
as sale of mutual fund shares, firm trading, real estate 

wi^h e Si a Jirr a ^ r 4 1 '* d r^rwriting. Rather, cr.d consistent 
with the SEC Staff s desires, we have obtained data on gross 
security commission income, total gross income and total ex¬ 
penses (as defined in the I & E Report). We have then al¬ 
located expenses in accordance with past relationships for 
these firms in order to determine their profit or loss on 
their securities commission business. The following facts 
emerge (the details by firm are appended hereto): 
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10 Member Firms 


Before Tax Loss on Securities Commission Business 
(Millions of Dollars) 


Annualized 



Loss for Period 

Rate of 

First Half 1969 

$44.1 

$ 88.2 

Third Quarter 1969 

34.8 

139.2 

Fourth Quarter 1969 

23.5 

94.0 

Full Year 1969 

98.3 

98.3 

January, 1970 

8.4 

100.8 


Thus, these 10 firms lost about $98 million on their 
brokerage business for 1969 and in January suffered losses 
which, at an annual rate, were slightly over $100 million. 
(We have excluded data from the largest firm in the in¬ 
dustry so as not to present an unbalanced picture, although 
this firm also sustained losses on its security commission 
business. If it were included, every one of the losses 
shown above would increase rather substantially.) 

These data, we submit, establish the absolute neces¬ 
sity for immediate relief to this industry. In fact, we 
have determined that continuation of the current loss rate 
for some of the ten firms could put them in violation of 
our capital rule within as few as four or five months. 

As detailed above, we maintain that the securities 
commission business must stand alone and not look to other 
lines of activity for subsidization. However, you may wish 
to know that during the third quarter of 1969, this group 
of firms lost nearly $27 million (before taxes) on their 
total business activity, lost over $4 million in the fourth 
quarter and lost $38 million overall for all of 1969. As 
of January, they were operating at an annualized loss rate, 
on all activities, in excess of $54 million per year. 

Hence, it appears that even on the basis of total profits, 
inappropriate as we believe this measure to be, these firms 
are in need of immediate financial relief. Indications are 
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that were February data available, even more severe losses 
would appear. 

The appendix data show that deficits were incurred not 
just by a few firms. In the second half of 1969, each of 
the ten firms suffered losses on their securities commis¬ 
sion business; nine out of the ten on their overall opera¬ 
tions. As may be seen, these patterns characterized both 
the third and fourth quarters. This confirms both the 
Wright Associates report to which I referred on February 13, 
and my estimates at that time of fourth quarter results. 

In the third quarter of 1969, Wright Associates report that 
of 16 participating firms, accounting for 22.6 per cent of 
New York Stock Exchange business, operating losses amounted 
to 15 per cent of total income. Even in the fourth quarter, 
when some seasonal increase in volume occurred, and when 
some income-producing year-end reserve adjustments were 
probably made, one-third of the firms reporting to Wright 
Associates had a loss. 

In sum, then: 

1. Data for all firms doing a public business in the 
first half of 1969 demonstrate the need for immediate rate 
relief. 

2. Preliminary data for such firms show that in the 
full-year 1969, 158 out of the 296 firms thus far report¬ 
ing showed losses. 

3. Our recent survey, covering almost 20 per cent of 
the business done, shows that important firms sustained 
severe losses in both the third and fourth quarters, on 
both brokerage business and an overall basis. 

4. This latter finding is generally supported by the 
Wright Associates survey. 

5. Data for January show that these substantial losses 
have continued in 1970 and, for the ten firms sampled, came 
to an annual loss rate of over $100 million, which exceeds 
losses for 1969. 

I do hope you will appreciate the extent to which we 
have gone to comply with the Staff's request. We have 
gathered data for the last quarter 1969 (indeed, for 
January, 1970); we have set them forth on a firm-by-firm 
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basis (although names are not revealed to avoid any adverse 
reaction by customers of these firms); we have even gathered 
data relating to overall, rather than only brokerage opera- 


These figures convey the emergency which exists in the 
industry today. I shall communicate with you shortly our 
proposed program for obtaining immediate interim relief. 
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PROFIT OR LOSS ON SECURITIES COMMISSION BUSINESS 

10 MEMBER FIRMS 


Firm 


10 Firm 
ggregate 


P rofit before Taxes - Securitie s Commission Businp.cg 


First 

Half 


__ 1969 _ 

3rd 4th Full 
Quarter Quarter Year 
.Millions of Dollars-- 


1970 

January 


$- 2.4 

$ 0.8 

$- 1.5 

$- 2.4 

$- 0.4 

- 2.4 

- 1.5 

- 0.7 

- 4.6 

- 0.3 

- 2.8 

- 2.7 

- 2.2 

- 7.8 

- 0.7 

- 2.6 

- 2.7 

- 2.4 

- 7.8 

- 0.9 

-10.6 

- 9.4 

- 3.9 

-23.8 

- 1.7 

- 4.6 

- 3.8 

- 1.7 

- 9.9 

- 1.1 

- 1.8 

- 2.8 

- 0.1 

- 4.4 

- 0.4 

- 4.8 

- 4.5 

- 3.8 

-10.3 

- 1.4 

- 4.3 

- 2.9 

- 4.4 

-11.5 

- 0.5 

- 7.7 

- 5.4 

- 2.8 

-15.8 

- 1 0 

•44.1 

• $-34.8 

$-23.5 

$-98.3 

$- 8.4 
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PROFIT OR LOSS ON ALL BUSINESS ACTIVITIES 
10 MEMBER FIRMS 



Profit 

before Taxes - 

All Business 

Activities 



1969 



Firm 

3rd 

Quarter 

4th 

Quarter 

Full 

Year 

of Dollars---- 

1970 

January 

A 

$ 1.5 

$- 4.4 

$- 9.8 

$- 1.3 

B 

- 1.2 

0.2 

- 1.7 

- 0.1 

C 

- 1.9 

- 0.4 

- 0.3 

- 0.2 

D 

- 1.0 

0.2 

3.0 

• - 0.2 

E 

- 8.2 

- 0.2 

-10.8 

- 0.6 


F 

- 2.0 

2.0 

3.1 

- 0.5 

G 

- 3.7 

0.9 

- 4.2 

- 0.4 

H 

- 3.0 

- 1.0 

- 1.8 

- 0.7 

I 

- 1.7 

- - 2.9 

- 4.6 

0.1 

1 j 

- 5.7 

1.2 

-11.1 

- 0.8 

10 Firm 
Aggregate 

$-26.9 

$- 4.4 

$-38.3 

• $- 4.5 
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EXCERPTS FROM EXHIBIT 61 A-D 
CONSTITUTION OF NEW YORK STOCK EXCHANGE 
ARTICLE XV - Commissions and Service Charges 

1 Commis sions shall be charged and collected 
upon the execution of all orders for the purchase or 
s ale for the account of members or allied members or of 
parties not members or allied members of the Exchancre 

° f ^ S fK UritieS adinitted to dealings upon the Exchanae ' 
and these commissions shall be at rafes not less than 

and frei% ln thlS Ar J lcle Prescribed and shall be net 
mad^n f rom any rebate, return, discount or allowance 
made in any shape or manner, or by any method or arrant 

portion^?* ° r lndirect ‘ No bonus or percentage or 
o? iboSe th^ cornmisssion, whether such commission be at 
or above the rates herein established, or any portion 

the Com* except as may be specifically permitted by 

Directors S* * - rule ado P ted by the Board of 

inJ? ff'' h 11 be given ' paid or allowed, directly or 
„f^ ectly ' or as a salary or portion of a salary, to a 
° r Pe u° n /° r business sought or procured for any 
7 h or allled »«ber of the Exchange or member firm 
ber cor P° ratlon - No member, member firm or 

T^?L C S r £° ratl ° n sha11 ' in consideration of the receipt 
listed business and at the direct or indirect request 
of a non-member or by direct or indirect arrangement with 
a non-member, make any payment or give up any 2ork or give 

to wMnh r an £ Par t ° f any conunis sion or other property 9 
is or wuHe ° r member “Ration 


Sec. 9 Members of the Exchange, member firms and 
t^m?n- C0rP ° ratlOnS Sha11 make and co Hect, in addition 

charaei m iITth reSCribed conunissions , such other minimum 
Board of i respect to accounts and services as the 
Board of Directors may from time to time prescribe 

as m * y s P eci fically permitted by a rule adopted 
by the Board of Directos, such charges shall be net and 

in e anJ r shan2 y o rebate ' return ' dis count or allowance made 
in any shape or manner, or by any method or arrangement 

direct or indirect, and no bonus or percentage of such 

nr^ 9eS K d h K thS K SUCh charges be the minimum charges 
p escribed by the Board or greater charges, shall be 
given, paid, or allowed, directly or indirectly, or as 
a salary or portion of a salary to a clerk or to any 

nr- Jf a 0f Exchan 9 e • member firm or member corporation, 

to a ny other person, firm or corporation for business 

fi™ h L°m Procured for any member of the Exchange, member 
firm or member corporation. 
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Rule 347. 


RULES OF BOARD OF GOVERNORS OF 
NEW YORK STOCK EXCHANGE 

^. Pu £ 8uan ^ to Section 1 of Article XV 
of the Constitution (P 1701), registered 
representatives may be compensated as 
follows: 

(1) registered representatives-on a salary or 

a commission basis, ar y or 

(2) branch office managers-on a salary or a 

Exchange 0 "thev* 111 ' th the Pri ° r a PP rova l of the 
prof it^of percenta9e ° f «*•»* 

L.,j a registered representative who is also 
head of a department of the organization-may, with 

the Exchan ge» receive a percentage 
° f proflt of his department, and 

.bonuses-registered representatives may 

in bonu^distributionaf riOC aPPr ° Val ° f the 


Rule 383. Commencing April 6, in addition to the minimum 
commission computed in accordance with the 
provisions of paragraph 2(a)(1) of Article XV of the Con¬ 
stitution, each member organization shall charge and 
collect upon the execution on the Floor of the Exchange 
of any order for the purchase or sale for the account 
ol a non-member or an allied member of 1,000 shares or 

of S Si? £ harg ® egual to not less than the lesser 

or >15 or 50% of such minimum commission. For the 

purposes of this Rule, an order shall be deemed to include 
purchases or sales for one account of round lots or 
odd lots or both of a single security, on the same day, 
pursuant to a single order. While this charge is in effect 
transaction size and other limitations generally imposed 

APJ-U by a member organisation oX sma U 

orders shall be suspended. 


* 




EXHIBIT 63 

HISTORY OF SERVICE CHARGES ADOPTED 


BY NYSE 


Article XIX Section 7 of the Constitution was 
adopted on December 29, 1937 as follows: 

"Each member of the Exchange or firm registered thereon 
carrying accounts for customers shall make and collect service 
charges on Inactive accounts at not less than such rates as shall 
from time to time be prescribed by the Governing Committee. Such 
service charges shall be net and free from any rebate, return, 
discount or allowance made In any shape or manner, or by any 
method or arrangement direct or Indirect, and no bonus or per¬ 
centage of a service charge, whether such charge be at or above 
the rates prescribed by the Governing Committee, shall be given, 
paid or allowed, directly or Indirectly, or as a salary or 
portion of a salary to a clerk or to any member of the Exchange 
or firm registered thereon, or to any other person, firm or 
corporation for business sought or procured for any member of 
the Exchange or firm registered thereon. 1 ' 

Thio provision substantially continues in effect 

today in Article XV, Section 9, absent the restriction to In¬ 
active accounts, plus an expansion to refer to member corpora- 
tlons, which in 1953 became permitted. 



EX HIP, 
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SERVICE CHARGES ADOPTED BY NYSE PURSUANT 
TO ARTICLE XV SEC. 9 


Z'794 


The following was adopted December 29, 1937, effective 
January 3, 1938. Rescinded January 12, 1938. 

Sec - 9 ( fl ) Each member of the Exchange or firm registered 
thereon carrying accounts for customers shall, at the end of each 
calendar month, make a service charge to each customer whose 
"combined account" as defined in subsection (b) hereof, has, at 


the close of business on the last business day of said month, a 
debit balance of $1,000 or less, or no debit or credit balance, 
or a credit balance of $2,500 or less, unless during such calendar 
m °nth said member or firm has completed for such customer on a 
brokerage basis, or with such customer on a principal basis, one 
or more transactions in securities or commodities on which the 
total commissions were at least $3 or would have been $3 if all 
transactions had been done on a brokerage basis. In computing 
such total commissions, if no minimum commission is prescribed 
with respect to a transaction, the rate shall be that customarily 
charged by the member or firm. 

(b) For the purposes of this rule the "combined account" 
of a customer shall be computed hy combining all accounts carried 
in his name in which there are any security positions. 

(c) When a service charge is required by subsection (a) 
hereof, it shall be made upon the "combined account" of the custome' 
and shall be at not less than the following rates: 25c for each 


item in such "combined account" up to and including 40 items, and 
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10c for each item in excess of 40, provided that the minimum 
charge shall not be less than $2. For the purpose of computing 
the charge, each 100 shares oft fraction thereof of any issue of 
stock and each $10,000 of principal or fraction thereof of any issu 
of bonds shall be deemed a single item. Rights to subscribe, 
warrants and scrip shall be included in computing the number of 
items in an account when evidenced by physically separate instru¬ 
ments; there shall be treated as one item the aggregate of all 
such instruments which evidence the right of the holder to pur¬ 
chase or otherwise acquire the same security or property upon the 
same terms and conditions. Both long and short positions shall 
be included in computing the number of items of such "combined 
account". 

(d) If a customer pays or has agreed to pay to the 
member or firm a fee for services rendered during such month for 
investment counsel, statistical service or other services, the 
amount of such tee for such month shall be deductible from the 
service charge herein established, or if the amount of such fee 
exceeds the service charge herein established, no service charge 
shall be required. 

(e) No service charge need be made to a customer at the 


end of a month if, at any time in such month the customer had no 
account in which there was a security position. 
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January 10, 1940, the following Rule 490 was adopted pursuant 
to Article XV, Section 9, effective March 1, 1940. Rescinded 
March 27, 1940. 

* 

"RULE 490.(a) Except as may be otherwise permitted by the 
Committee on Member Firms, member firms shall charge and collect 
at not less than the rates herein prescribed for the following 
services performed in connection with securities admitted to 
dealings on the Exchange: 

(1) On business for a member (except as covered by (2) 
hereof), allied member or non-member, resident within the conti¬ 
nental United States or Canada, including a joint account in which 
any such person is interested, but excepting an international 
joint arbitrage account of a member firm and a non-member: 

(i) Custodian Charge 

To cover all services, except those for which 
specific charges are otherwise provided, which are 
performed with relation to an account (other than a 
margin account) containing securities: an average of 
$1.00 minimum per month for each such account held on 
the last day of any regular monthly or quarterly account¬ 
ing period, if such account has been open during the 
entire accounting period. 

The charge need not be made in an account containing 
a debit balance even chough there are securities in 
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such account which have been segregated as excess 
collateral nor in an account in which a purchase or 
sale of a security has occurred during the accounting 
period. A service charge debited in an account or 
the creation of a debit in an account for the pur¬ 
pose of avoiding the custodian charge shall not exempt 
such account from such charge. 

(ii) Cutting of Coupons (In Accounts Other Than 
Accounts Containing a Debit Balance) 

10c per coupon, except that on bonds of less than 
$1,000 principal amount the charge may be computed 
on the basis of 10 C per each $1,000 or portion thereof 
of principal amount; provided that the minimum indi¬ 
vidual charge to any customer shall be 25c per issue, 
and provided further that the charge to any customer 
for cutting coupons of any individual issue due on 
the same day need not exceed $10.00. 

(iii) Dividends, Rights or Interest on Securities 
Not in Possession or Custody of a Member, 

Which are Subject to Claim by Others 

For the collection by a member of a dividend, 
rights or interest, subject to claim by others, on a 
security registered in the name but not in the posses¬ 
sion or custody of such member, or for the recovery 
of a dividend, rights or interest on a security 
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registered in the name of a non-member, which security 
the holder has failed to transfer; a charge of 1/A of 
one percent of the value of such dividend, right or 
interest, to be paid to the member in whose ncrne the 
security is registered or to the member who originally 
recovers such dividend, rights or interest from a non¬ 
member in whose name the security is registered; pro¬ 
vided that the minimum charge shall be $2.00 for each 
claim or collection, except that if the amount in¬ 
volved is less than $20.00 the minimum charge shall 
be 107c of the amount involved, and provided further 
that the charge for any claim or collection need not 
exceed $10.00 per issue. 

For stock or scrip dividends the charge shall be 
computed on the fair market value thereof on the day 
of the taking of record by the corporation for the 
purpose of the dividend. 

For rights, when the claim is made on or before 
the day of expiration, the charge shall be computed 
on the fair market value thereof on the day of the 
taking of record by the corporation for the purpose 
of the rights, and, when claim for the cash equivalent 
is made after the day of expiration, on the fair market 
value on the day of expiration. 
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The charges herein contained do not app ly to the 
collection or recovery of a dividend, rights or interest 
accruing on a security purchased which sells ex-dividend 
ex-nghts or ex-interest during the pendency of the 

nor upon the collection or recovery of a divi- 
dend, rights or interest accruing on a security where 
such security had been delivered on a contract with a 
due-bill attached pursuant to a ruling of the Commlttee 
on Floor Procedure. 

Nothing herein contained shall be construed to 
Impose upon a member on whom a claim is made any respon- ' 
sibtlity for the collection of a dividend, rights or 
interest in respect of a stock certificate or bond 
registered in the name of a non-member, the assignment 
Of which was guaranteed by the member, unless the 

member is able, through reasonable means, to collect 
the same from a non-member. 

(iv) Transfers 

Any transfer made on Instructions of a customer 
nr in order to make a certificate which is not in 
proper form for delivery available for sale, which 
requires the use of forms other than or additional 
to those prescribed in any rule of the Committee on 
Floor Procedure with respect to the settlement of 
contracts; a minimum charge of l e per share and 10 e 


T 
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per bond; provided that the minimum charge per issue 
for s~ch a transfer shall be $2.00. 

Any other transfer (except a transfer in connection 
with a current commission transaction where transfer 
instructions are given within seven days after full cash 
payment is made or within seven days after margin is 
supplied) made on instructions of the customer: a 
minimum charge of lc per share and 10c per bond; pro¬ 
vided that the minimum charge per issue for such a 
transfer shall be 50c. 

Further provided however that the charge for any 
transfer need not exceed $10.00 per issue. 

(v) Transcripts of Statements, Except Duplicate 
Copies of Statements Furnished Currently to 
a Customer 

50c per sheet - minimum $1.00 

Any computations made at a customer's request 
shall be charged for on a basis of the fair cost of 
clerk hire. 

(vi) Other Special Services 

Charges for such services may be on a mutually 
agreed upon basis or such services may be performed 
free of charge. 

(2) On business for an omnibus account of a member corre¬ 
spondent resident within the continental United States or Canada: 

Charges for the services described in sub- 
paragraph '1) hereof may be on a mutually agreed 
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pon basis, or such services may be performed free 
of charge. 


(b) Any member, allied member or member firm oho shall be 
deemed by the Committee on Member Firms to have evaded the 
fair application of this rule by suberfuge or device shall 

be deemed to have violated the rule the same as if it were 
wilfully breached. 

(C) Notwithstanding the provisions of paragraph (a) hereof, 
any member firm may adopt a different basis of service charges 
in relation to an account, and need not apply, as individual 
Charges, the specific charges enumerated in paragraph (a), 
provided that the tdal amount charged an account for services 


(other than for investment advisory or statistical services) 
during any accounting period has amounted to as much or more 
than would have been required had the specific charges been 
made during the same period." 
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Pursuant to Article XV Section 9, the Interim 
Service Charge was adopted April 2, 1970, effective April 
6, 1970. Rescinded March 24, 1972. 

INTERIM SERVICE CHARGE 

Rule 383. Commencing April 6 through July 5, 1970, in addi¬ 
tion to the minimum commission computed in ac¬ 
cordance with the provisions of paragraph 2(a)(1) of Article 
XV of the Constitution, each member organization shall charge 
and collect upon the execution on the Floor of the Exchange 
of any order for the purchase or sale for the account of a 
non-member or an allied member of 1,000 shares or less a ser¬ 
vice charge equal to not less than the lesser of $15 or 50% 
of such minimum commission. For the purposes of this Rule, 
an order shall be deemed to include all purchases or sales 
for one account of round lots or odd lots or both of a single 
security, on the same day, pursuant to a single order. While 
this charge is in effect, transaction size and other limita¬ 
tions generally imposed since April 1, 1969, by a member or¬ 
ganization on small orders shall be suspended. 

Interim Service Charge amended on July 2, 1970 as 

fol1 ows: 

Commencing April 6 through October 3, 1970, in 
addition to the r.ir.i—.m commission computed in 
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accordance with the provisions of paragraph 2(a)(1) 
of Article XV of the Constitution, each member 
organization shall charge and collect upon the 
execution on the Floor of the Exchange of any order 
for the purchase or sale for the account of a non¬ 
member or an allied member of 1,000 shares or less 
a service charge equal to not less than the lesser 
of $15 or 50 % of such minimum commission. For the 
purposes of this Rule, an order shall be deemed to 
include all purchases or sales for one account of 
round lots or odd lots or both of a single security, 
on the 3ame day, pursuant to a single order. While 
this charge is in effect, transaction size and other 
limitations generally imposed since April 1 , 1969 , 
by a member organization on small orders shall be 
suspended." 

The above Rule was again extended on December 1, 1971. 

Rescinded March 24, 1972. 

No service charges were instituted since March 24, 


1972. 






Educational Circular No. 285 

EXHIBIT A - NYSE EDUCATIONAL CIRCULAR NO. 285 DATED 
APRIL 2, 1970 

NEW Y OR K STOCK EXCHANGE 
DEPARTMENT OF MEMBER FIRMS 


April 2, 1970 


o* 


TO: Managing Partner or Chief Executive Officer 

SUBJECT: Interim Service Charge 


0 


The Board of Governors has adopted a new Rule 383 as follows 

"Commencing April 6 through July 5, 1970, in addition 
to the minimum commission computed in accordance with 
the provisions of paragraph 2(a)(1) of Article XV of 
the Constitution, each member organization shall charge 
and collect upon the execution on the Floor of the 
Exchange of any order for the purchase or sale for the 
account of a non-member or an allied member of 1,000 
shares or less a service charge equal to not less than 
the lesser of $15 or 50% of such minimum commission. 

For the purposes of this Rule, an order shall be deemed 
to include all purchases or sales for one account of 
round lots or odd lots or both of a single security, on 
the same day, pursuant to a single or ar. While this 
charge is in effect, transaction sizr and other limita¬ 
tions generally imposed since April 1, 1969, by a 
member organization on small orders shall be suspended." 


The final sentence of the new rule will require firms to 
discontinue restrictions adopted in the past year on small orders or 
accounts such as not handling orders or accounts under some fixed dollar 
minimum. This does not, of course, prevent firms from confining their 
business to accounts of types traditionally handled by them. 


The Securities and Exchange Commission expects that the 
service charge will accrue to the member organization which obtains the 
customer order, whether that organization carries the account or not, 
and whether it clears the order or not, and that it will be prudently 
employed to improve the operational and financial position of the firms 
responsible for the account. Consequently, an appropriate amendment 
should be made in commission splits in clearing agreements between 
introducing, carrying or clearing organizations to extend the benefits 
of the additional income in the same relationship as previously agreed 
for commissions. 

i 


i 
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fu f .j T !! e Exchan 8 e has reviewed with representatives of the 

^ocpdur" 5 ^ 0rnnit:tee of the Association of Stock Exchange Firms the 
• ?“ for computing and disclosing the charge. The following 

gui elines are the result of that review. While adherence to them is 
not mandatory, both the Exchange and the Operations Committee strongly 

he Zrto'bo'th" C K e belU ' f . that standardized procedures win be ^ 
the Charge. organizations and their customers in applying ‘ 

If an order for 1,000 shares or less is completed in one 
r can be computed immediately. If an order for 

n » 0 sbaras ls com Pleted in one execution, the charge need 

t be applied and that fact is known immediately. In either case the 
confirmation can be computed without delay. 

If an order for 1,000 shares or less is not completed in the 
first execution, it is known immediately that the charge will be 
applicable. In this case, the charge can be assigned to the first 
execution. If there is a question as to whether the charge will be 
;• ° f the commission, the charge can be computed on the assump- 

T 10 ". f ha , C the ?° tal order wil l be executed during the course of the dav. 
In this case, if the full order is not executed during the course of 
the da y, a review procedure will have to be instituted to make certain 
that the service charge has been correctly computed. However, this 
review procedure may be by-passed if the charge as computed on the 

5i rSt cnJ eC r C1 ? n ° f a ? ordor for less than 1,000 shares is $15 rather 
than jU/ 0 of the applicable commission. 

If an order for more than 1,000 shares is not completed in 
one execution, the charge can be omitted from the first execution on 
the assumption that during the course of the day either the full order 
or more than 1,000 shares of the order will be executed. In this case 
a review procedure will be necessary at the end of the day to determine 
whether the charge should be applied if the executions total 1,000 
shares or less. This review procedure can be made a part of the normal 
review for orders over 1,000 shares in connection with the volume 
discount. 


The service charge may be shown on the confirmation either 
separately or in combination with the commission. In the latter case 
it should be made clear on the confirmation that the combined amount 
contains both the commission and the charge. This can be accomplished 
by changing the heading "Commissions" to "Commissions and Service 
Charges" or by including on the confirmation the phrase "Total under 
Commissions' includes Service Charges." * 
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The member organization will have to maintain separate records 

I f commissions and service charges. The service charge will not be used 
n arriving at the New York Stock Exchange 17. charge on net commissions. 

Recognizing that despite all precautions institutions may 
rrive at a slightly ‘different total of commissions and charges on a 
artial execution of an order, the Exchange strongly recommends that 
lember organizations urge their institutional customers to direct agent 
anks to receive against payment when a money difference could be 
ccounted for by discrepancies in computation of the service charge. 

\e difference could then be reconciled between the member organization 
ind its institutional customer. This procedure has already been recom¬ 
mended in Educational Circular #262 dated May 28, 1969, as follows: 

"The customer agrees in writing with the member organiza¬ 
tion to instruct its agent bank to receive all securities 
delivered for its account by the member organization and to pay 
the amount of money specified by the member organization. Any 
differences which might occur because of error in the amount 
the member organization collects from the bank and the true 
amount due Vill be settled thereafter directly between the 
customer and the member organization. The member organization 
should agree to send a duplicate confirmation to the designated 
department of the receiving bank at the same time that confirma¬ 
tion is made to the customer. Further, for the convenience and 
protection of the receiving bank in such instances, member 
organizations should make sure that all trade contimat ion data 
are included on or attached to the delivery ticket. this type 
of agreement further might instruct the agent ban* to deliver to 
the member organization any security held by the bank for the 
customer's account upon payment by the member firm o! the amount 
shown on a copy of their sale confirmation. A form of agreement 
for such standing instructions is also attached. 

For purposes of determining the applicability of the service 
charge, the number of shares included in the order must be given at the 
time the order is entered. This means that a More to t.nmr designation 
may not be used to avoid imposition of the charge on a series of orders 
'separately entered at different times. 

Questions concerning the service charge should be directed to 
Rudolf Schreiber, Manager Commission and Quotation-. f 

James Swartz, Assistant Director Member Urns |>, part- ent. .1 >-3- >0j8. 

/ < 'jt y ‘ m , " V 

Robert M. Mi hop 





n.f. kducacional Circular No. 286 

EXHIBIT B - NYSE E^AT I ONA^U RCULAR NO. 286 OATED 
\ NEW YORK STOCK EXCHANGE 


&?//) 


Department of Member Firms 


April 9, 1970 


SUBJECT: 


Managing Partner or Chief Executive Officer 
Interim Service Charge 


Since M.F. Educational Circular No. 285 was distrib¬ 
uted to the membership on April 2, the Securities & Exchange 
Commission has clarified the Commission's position on two material 
points regarding the interim service chargt. 

The SEC stated in its letter tf April 2 to the Ex¬ 
change that "The Commission expressly predicates its non-objection 
to the interim increase in charges upon its expectation that the 
Exchange will take all steps necessary to assure that full 
brokerage service? for small investors are restored and that 
transaction size >.nd other limitations on iuch accounts imposed 
in the last year by the Exchange's membership will be removed. 

The Exchange's Board of Governors adopted the 
Commission’s suggestion by adding the following 'entente to 
Rule 383 : 

"While this charge is in effect, transaction 
size and other limitations generally imposed 
since April 1, 1969, by a member organization 
on small orders shall be suspended." 

In referring to "transaction size and other limita¬ 
tions" in its letter of April 2 to the Exchange, the SEC emphasizes 
that in hot objecting to the imposition of un interim service 
charge it intended that nil restri c tions on small orders includin g, 
min imum house emissions and service cBarccs , as well as res truce ions 
on not hand ins orders or accounts under some t ed dollar min.na. 
Imposed in the last year or so, should be removed while the interim 

service charge is in effect. 




Ah 


< iV 
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The Commission has also specifically directed that 
♦charges above the minimum commission and interim service charge 
made since the Rule became effective on April 6 should be re¬ 
funded to customers. 

The above interpretations do not, of course, prevent 
firms from confining their business to accounts of types tradi¬ 
tionally handled by them. The service charge and the above re¬ 
lated interpretations do not apply to transactions in bonds. 

The Commission further stated in its April 2 letter 
I that "We also expect that the Exchange will undertake to make 
certain that the additional revenues produced by the interim 
surcharge will be received by the member firm obtaining the 
customer's order, and will be prudently employed by its member 
| organizations to improve their operations and financial position." 

The SEC has clarified its position on this point by 
» suggesting that an appropriate amendment r .av be made , rather than 
should be made,-in commission splits in c’.earing agreements betweei 
introducing," carrying or clearing organizations and then in 
am ounts not greater than the existing per c entage of splits to the 
c arrying or clearing organization under agreements in effect on 
Aarll 2 , 1970 . 

The following additional interpretation is in answer 
to questions from member organizations in the past few days. 

As a general rule, where the volume discount applies 
no service charge is applied. Conversely where the service charge 
applies no volume discount is applied. Since the volume discount 
does *not apply bn an odd .lot above 1,000 shares, for example, 

1,050 shares, neither the volume discount nor the service 
. charge is applicable. 

Questions concerning the service charge should be 
directed to Rudolf Schreiber, Manager Commission and Quotations, 
at 623-5226, or James Swartz, Assistant Director Member Firms 
Department, at 623-5058. 


\ . 




Robert M. Bishop 
Director 
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The New York Stock Exchange submission of data in support of^the 
service charge extension follows: 4 

r 

June 29, 1970 


The Honorable Haner H. Budge 
Chairman 

Securities and Exchange Commission 
500 North Capitol Street, N. W. 
Washington, D. C. 20549 

Dear Hr. Chairman: 


In my letter of June 13th, I pronis :d to provide the Commission 
with more recent statistics, specifically May data, on the effect of 
the service charge on member firm profitability. We have now completes 
this analysis. The attached report provii.es not only more current 
information but it includes an allocation of profit and loss to the 
securities commission business. It also analyzes cue effect of the ~e 
vice charge on the profitability of three broad categories of firms: 
Retail firms, defined as those with avera ;e size transactions between 
1 and 399 shares; diversified firms with average trades between 400-9,*; 
and institutional firms with an average of 1,000 shares and more. 


The overall profitability of member firms has deteriorated oarktcly. 
During the last quarter of 1969, about two-thirds of all firms were in 
the black. By contrast, in the months of April and May, 1970, two-thirds 
were showing losses. Not only were fewer firms in the profit column, out 
the dollar amount of profits shrank dramatically. During the fourth 
quarter of 1969, the firms in our sample -- accounting for two-thirds of 
the industry - earned a net profit of $88.6 million. In the most recent 
months of April and May, these firms lost $23.7 million and $20.6 million. 
I should point out that these losses were incurred uespite the fact that 
our volume averaged 10.1 million shares per day in April and 12.3 million 

in Hay. 

The report shows the importance of the service charge, particularly 
to firms specializing in retail orders. For these firms, the service 
charge produced $3.4 million in April and $16.2 million in May. Had it 
not been for ci;c service charge, their losses on commission busnesswould 
have mounted m April from $23.4 million to $31.9 million, and in l.ay lrom 
$9.9 million, to $26.1 million. I might add that the retail firms rcccu^d 
over 90 percent of the revenues generated by the service charge. 
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As you know, the service charge has not produced the Incone 
expected of it. At the level of volume in April and Hay, the service 
charge provided only two-thirds of its anticipated revenue. But*even 
if all of it had been realized, the firms would have had a hard time 
breaking even. Our statistics indicate that the actual cost to the public 
has averaged less than $10 per order because of the 50% max imum limitation. 

On the basis of the attached analysis, it is clear that the service 
charge, though inadequate, is an essential interim measure and we renew 
our request for its extension. 


Sincerely, 


Robert W. Haack 


THE EFFECT 0? THE SERVICE CHARGE CH 


HEKEE*; FIRM PROFITABILITY 


Introduction 

The interim service charge was implemented to provide financial 
relief to firms doing a securities commission business with the fuoiic. 
It vas an emergency measure designed to restore come degree of 
financial health to the securities commission busineoa. Its continua¬ 
tion today is as urgent as ever. In the first quarter of this ye^r, 
retail firms suffered twice the losses on their securities commission 
business incurred la the final quarter of 1969. Even with the ser¬ 
vice charge, the monthly losses in A?ril-Kay were larger than ia the 
last quarter of 1969. Declining volume and stock prices have caused 
revenues to f/»ll off more rapidly than costs. In addition, the severe 
erosion in stock volume has meant that revenues generated from the 
service charge have fallen far caort of expectations. 

The SEC and NYSE staffs agreed to procedures for monitoring the 
effects of the service charge. Specifically. it was agreed that de¬ 
tailed data would be gathered for 77 firm3 (including the 50 largest) 
accounting for t>9 percent of member firms' gross income ~n 1969. 

These figures permit on extensive analysis of the financial situation 
of firms doing a public commission business. At this time, complete 
ir. format ion-lias been processed for 7-> of the 77 firms for the pe..o 
from the fourth quarter or 1969 to Kay, 1970. Yho 74 firms accounted 
for 67 percent of the industry's total gross revenue and 65 percent 
of its security commission income in 1969. 


I. 
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The overall profitability of member firms has deteriorated 
markedly from the end of 1969 through the spring of 1970. Around 
tvo-Chirds of the firms in the sample were operating at a profitable 
level during the last quarter of 1969. In the months of April sod 

-Hay, 1970, tvo-tilirds were snowing losses. Ia other words, one- _ 

third of the firms under study have gone from operating in the black I 

to running in the red between the latter part of 1969 and the spring 
of 1970. . 

" • I 

Not only were there progressively fewer firms in the black, but \ 

there has been a steady shrinkage inthe dollar amount of their profits. 

During the fourth quarter of 1969, the firms in the sample earned a | 

• net profit of £28.6 million; in the first quarter of 1970, $20.2 mil¬ 
lion; and in the months of April and Kay, they lost $28.7 million and ■; 

$20.6 million, respectively. It may be more instructive to consider I 

these figures on an annual basic. (This atso permits a direct com- i 

parison of qu'.rtcrly and monthly figures.) If the fourth quarter 
1969 profits were projected for a full year, these firms would have 
earned $354.2 million. The first quarter ~>rof Its* annualized come to .! 

$80.8 million. A sharp contract is provided by the most recent data. 


The April and May deficits annualized come to $344.5 million and ; 

$247.2 uill.cn, respectively. 

• i 

Due to the heterogeneity of the NYSE membership in terms of busi¬ 
ness nix and clientele, the overall figures disguise important under- f 


lying trends. For this 'reason, it may be more meaningful to classify 
the firms according to their type of business. We therefore separated . . 

the firms in our sample into three groups on the basis of their averaga 
shares per order in 1969; Retail firms, defined as those with average 
aize transactions between 1 and 399 chares; a middle group of diver¬ 
sified firms with average trades between 400 and 999 shares; and in¬ 
stitutional firms with an average of 1,000 shares and more. 

The service charge was designed to have its greatest impact on 
the retail firms. The following discussion therefore begins with this 
group and considers their overall profitability cs well as their pro- f 

fits and losses on securities commission business only. The profit- 
ability of the eccuritlcs commission business was obtained by asking »j 

each firm for its securities commission income and by allocating each *; 

line of expense according to the firm's 1969 I & C proportions. -1 

Recall Firms -- Securities Commission Income (SCI). 

The security commission business has remained an unprofitable 
activity for_the 54 firms included in the retail category. In the 
last quarter of 1369, less than one-third of. these firms earned any 
profit on their SCI activity. During the first quarter of 1970, and 
in the ;th of April, about 807. of the retail houses loot money on 1 

their commission business. The May figures look somewhat less 

dismal, both because volume wao above 12 million chares per day and 
the service charge was collected 'for the full month. Yet, over 57 
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nercent of the group .offered deficit, on SCI buslne... Hod the .cr- 
Jlcc charge not been In effect during Kay. 82 percent of the “rc 
Uht.ldof 57 percent, would have lo.t noney on their cos»l..lo» bu.l- 

DCS*. 

The dollar amount, of lossc. .uffered by the r ^ ail ^ u8e6 (t °“ 

SCI activity are shown in Table II. TUeoe firms suffered losses of 
$42.9 and $83.1 million durin 3 the laat quarter of J 9 ° 9 aad 4 
ouartcr of 1970. In the months of April and Kay, they lost $23. 
and $9 9 rillion, respectively. On an annual basin, that is assuming 
^continuation oi ch/lo.ece for a full year, the fourth’“"'"c... 
losses become $171.5 million. Sy comparison the first l ° S * C 

annualized come to $332.5 million. The April and Kay deficits an 
cualized total $281.2 and $119.1 million, respectively. 

The retail firms in our sample received $8.4 million in service 
charges during April and $16.2 million in Kay. Had it nec been for 
“^ice charge, the losses in April wculd have risen from $23.4 
to $31.9 million, and in Kay from $9.9 to $26.1 million. *nus, even 
in the month of May, with volume up, the 1 nnual c: iic^.t would ave 
been $3^3 million without the service charge - a deficit much above 
the $171 million per annum in the fourth quarter of 1969. 

The retell fires received 

ated by the *.crvicc cn-.gc. no. lo * tCB involved in the retail 

business^* 2 S. level of voluoe In 

hard time breaking even. 


Retail Fima — Ov erall Profits^ 

■ Overall refits for r * t0 * 1 /the*last*quartcr^of l l969, this group 
than SCI activity alone. l of $ 33.2 million. Activitiea 

earned an overall ^efo. - profits of $76.1 million. How- 

other than commission ^orations have declined to $70 million in 

ever, profits on ®* hc ‘ * deficit of $4 million during Hay. The 

the first quarter o. w7 ® ® n { * J £ “ d needed on the basis of sc- 
acrvicc charge is of couroc j -- nonetheless, it should be noted 

T^;eUnr"rH“bU to cubs id Ire loose, on con.lc.lon bu.l- 
Zl vtth^.arnlngs*!ton other lines of nctlvlty. 

firm - nn«LO*cr*U ProClt Oa. 

There were 13 firs,. 

sks 

srstT-nuivs.^. *•« 4 - 6 " uuon 10 tb * 
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first quarter of 1970 and $1.4 million in April. In Hay, the tot i 
came to $2.6 million, of which half was accounted for by the sera 
charge. Although these firua received leas than 8 percent of the" 
revenues generated by the interim fee, the service charge waa crucial 
'in reversing the downward trend in the profitability of their SCI 
business. 

The overall business of these diversified firmo chows a much 
poorer picture. At cnnual ratco, these firms suffered deficits of 
$32.3 million in April and $48.7 million in Hay. 

Institutional Firm; -- SCI Business and Over all Profits. 

Seven firms fell into the institutional category. Profits on 
their commission business have declined since the fourth quarter of 
1969. Cut this trend has been vastly overshadowed by deficits in 
other lines of activity. Overall, thefie tiros cuctained annual rates 
of losses of $32.3 million in Kay, compared with $80.1 million in 

April. * «< 

In view of the fact that the service charge is only a slight 
proportion of the total revenue of these firms, it does'not seem 
appropriate to analyze their financial situation in this connection. 

* • * * * 

On the hasis of the above analysis, it is clear that the service 
charge has been an essential element in preventing an even more 
serious financial picture developing among the retail firms. Although 
the service charge hac been insufficient to restore profitability, 
it has served to reduce the losses suffered by these firms on their 
SCI business from an annual rate of $330 million in the first quarter 
of thia year to $119 million in Kay. The statistics indicate that the 
actual cost of the service charge to the public has not been $15 but 
has averaged less than $10 because of the 5u4 maximum ccilins imposed. 
The above data clearly support the need for continuation of the ser¬ 
vice charge at this time. 









DOLLAR AMOUNT OF PROFITS AND LOSSES ON SCI BUSINESS 
(millions of dollars) 
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NUMBER AND PERCENTAGE OF FIRMS WITH PROFITS AND LOSSES ON OVERALL BUSINESS 
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DOLLAR AXOUXT OF PROFITS AND LOSSES ON OVERALL BUSINESS 
(millions of dollars) 
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EXHIBIT F - STATEMENT BY MR. ROBERT W. HAACK 
BEFORE SEC DATED FEBRUARY 13, 1970 


T OT URGENCY FOR AN IMMEDIATE COMM 188IPX INCREASE 
(Statement by kr. Robert W. Haack before the 
Securities & Exchange Commission, February 13, 1970) 


3o#./) 


Four of every ten NYSE umber flrss doing a public business lost soney 
on security commission Income (Including net margin Interest Income) In the 
first half of 1969. Their cumulative loss amounted to $38 million. Looses 
ranged up to $3.7 million, with 13 firms losing over $1 million and 51 los¬ 
ing over $230,000. The profit squeeze reflects the Industry's attempts to 
continue to upgrade and modernise operations in the face of a drop In Income 
and sharply rising coats. Prices paid by the Industry for the goods and 
services It buys rose an estimated 6% last year alone, and close to 60% since 
the last commission ra^e hike In 1938. 

In the face of these financial results. It takes little Imagination 
to foresee that member firms In their effort to minimise losses sill have no 
recourse but to trim the quality of their services to customers, unless 
revenue relief Is forthcoming, fven more adverse to the Interests of the 
Investor and to confidence In the securities markets would be the repercussions 
resulting from financial failure. 

Despite their precarious profit situation, NYSE member firms as yet 
have hesitated to take cost-pruning steps where the effect would be to Impair 
their ability to handle future volume increases. Very much In their minds 
has also bees the risk of a repetition of the 1968 paperwork situation. At 
present, automation ampendltures among NYSE firms are running at a $100 million 
annual rats. By the end of this decade, they are expected to be approaching 
$800 million a year. In 1969, employment associated with security commission 
Income continued to rise despite declining Income and profits. Non-sales 
employment was 84,000 at mid-year, same 3,000 greater than at year-end 1968. 

However, even a pickup In volume is not likely to produce reasonable 
profit levels for a substantial number of member firms with relatively low 
revenues per ticket. This Is Indicated by our data on transaction revenues. 

For example, firms which suffered losses In January-June 1969, would have to 
Increase their aggregate SCI 14% merely to break even — and this allows for 
no related increases In costs other than sales commissions, floor brokerage 
and clearance charges. Only a fraction of the Income shortfall could be 
attributed to the 3% dip In average dally volume between 1968 and the first 
half of 1969. Even If volume had been sustained at the 1968 level, an Income 
Increase of 10.3% would hsve been required to pull the loss firms up to the 
bresk-even point. 

Return on Capital 

The $80.1 million pre-tax profit earned on SCI In the first half of 
19$9 translated Into the equivalent of a 3.3% annual after-tax return on 
capital, and even this depressed rate was due to net msrgln Interest Income 
rsther than to security commission profits. On the bests of svsllsble dsta for 
ths latter half of 1969, the actual return for the year Is even lover. 

The p oar profit performance can be better appreciated la the per¬ 
spective of recent historical experience in American Industry generally. 
Analysis of a group of 31 Industries representing virtually the whole range 
of jbaerlcaa enterprise Indicates an average five-year after-tax return on 
capital (1964-68) of 12%. (By far the lowest return was for railroads, 4.7%.) 
Only a quarter of all Industries had returns of under 9.8%. 

6 

Because of the risks In the securities business, a more valid comparison 
is the return on security commissions with rsturns In industries In the upper 
earnings range. As is generally acknowledged, the greater the volatility of 
annual profits the greater the return necessary to compensate for these risks. 
Capital will not flow to risk enterprises unless adequately compensated. Anal¬ 
ysis of five-year average return on capital shows an upper quartile return of 
12.8%. About one-sixth of that group experienced returns in excess of 15%. 

Two Industries experienced returns In excess of 20% — toiletries and cosmetics 
(24.4%) and mobile homes (21.2%). 

Distribution of Return on Capital — 1969 

The average 3.3% after-tax return on SCI capital in the first half of 
1969 understates the urgency of a sizeable segment of the Industry for quick 
rate relief. Of 392 firms analyzed, 156 lost money on their security coo- 
mission income (Including net margin Interest Income) and eight broke ever.. 
Losing firms accounted for 37% of security commission income. (If all lines 
of business tre considered, 117 firms suffer,si losses — about one-thlro of 
member firms doing a public business.) 
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PROFITS 


Al60ng 1 ® 6 * lrBS that experienced losses on SCI Income In 1969 
fully one-quarter had losses equivalent to over nt ,..u,i . * 

one-third had losses in the 11% to 25% range! C * Pltal and ° ver 

nrnfii-. A T 0ng th ® 22 2 HZ** Wlth SCI P roflts . about one in four had after-tax 
5% leis.” 0688 ° f 15% ’ WhUe ab ° Ut ° De in three had atter-tax profits of 

in *nrrel!J lt i5 g i?i 1 392 f , lrm8 to R etf >er, the proportion with after-tax returns 

' 1 V *L. <*” »“* •' «•» fir.. loiI„ ,hL “l 

Jt2rtr'SrASg , & JSPZSI’!- - uc * 

LOSS OR AFTER-TAX RETURN ON CAPITAL 
FIRST-HALF 1969 AT ANNUAL RATES 


Profit or Loss 
Rate 

(Pei; cent) 


Losses 

Tin 
-26 - 
-16 - 
- 6 - 
- 1 - 


over 
50 
25 
15 
5 

Total, loss firms 
Broke even 


Number of 
Firms 


14 

25 

32 

44 

41 


156 

8 


Profits 


i - 5 

83 

6-15 

83 

16 - 25 

34 

26 - 50 

14 

51% li over 

14 

Total, profit firms 



228 

392 


Proportion of 
Total Firms 
(Per cent) 


4% 

7 

8 

11 

10 


21 

21 

8 

4 

4 


40% 

2 % 


38% 

100 % 


Total . all firms 
Profitability and Ticket Sl 2 e 

A major factor ci4»tributing to profitability, or lack of it. is 
commission earned per ticket. This shows up clearly in first-half 1969 

i" d ex P*" 8# da**- Firms with pre-tax profits on SCI grossed an aver¬ 
age of $56 per transaction, 1.4 times larger than the $40 average for all 
firms with losses. Particularly striking are the extremes in ticket size 
among the most profitable firms and those with the largest rates of loss. The 
ten firms with the largest pre-tax profits as a per cent of SCI (excluding 
margin Interest Income) averaged $512 In commissions per transaction. This 
compares with only a $31 average for the ten firms with the largest relative 
losses. It is clear that major losses were centered in firms writing the 
smaller, most frequent types of orders. * 


I 
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In all, 155 firms had commissions per transaction below the $39,69 3 

average for all loss firms. Of that total, seven In ten suffered losses. 
Conversely, 106 firms had commissions per ticket In excess of the $56.12 
average for all profitable firms. Of those, seven In ten made a profit. 

. These results underline the critical need for prompt enactment of a 

rate structure which will not only Increase overall revenues, but restore 
balance to the commission schedule — enabling firms to earn a fair rate of 
profit no matter where they choose to concentrate their commission business, 
whether on large or small orders. For most firms, that marketing choice does 
not exist today. The small order business produces a loss for seventy per cent 
of the firms engaged In It. As the economic backbone of a major Industry, 
the commission schedule — In the Interests of both Investors and the quality 
of the securities markets themselves -- must restore the Incentives to develop 
and service all orders. 

Member Firm Profitability — Third Quarter 

Unfortunately, Industry-wide Income and expense data are not available 
beyond the first-half of 1969. However, limited data for the third-quarter 
are available from Wright Associates, a management consulting firm that does 
continuing financial analyses for a number of NYSE member firms. 

The data from Wright Associates offer evidence of further deterioration 
In the Industry's bleak profit picture In the third-quarter of 1969. The 16 
firms reporting to Wright Associates, together accounting for 22.6% of NYSE 
business In the third quarter, had operating losses equivalent to 15% of total 
Income, but before reserves, Interest on capital and Income taxes. In other 
words, the sample firms, In effect, paid a subsidy of 15$.on the revenue dollar 
for the privilege of serving their customers. Since Wright Associates data 
are for total income, they probably understate the size of SCI losses and 
overstate the size of SCI profits. 

The third quarter loss virtually wipsd out the modest total operating 
profits that the 16 firms made In the first and second quarters — respectively, 
8.5% and 5.9%. For the first nine months of 1969, profits for this group of 
large member firms was a miniscule 1.1% of gross Income (before reserves. 

Interest on capital and income taxes). 

. . Among the 16 sample firms, only one turned a profit In the third quarter 
and the median firm had a 14.1% loss on gross Income. The largest losses were 
23.3%, 32.1%, 53.2%, and 61.5%. 

The sample firms' poor 1969 profit performance reflects a relatively rapid 
Increase In break-even points, as firms continued to add to capacity In the face 
of flagging volume. For example, average daily third-quarter 1969 NYSE volume 
was off about 5% from the year earlier figure, to 11.4 million shares a day. 

Over the same period, average break-even NYSE volume for the firms In the Wright 
Associates sample rose 32%, to 12.7 million shares dally. 

Thus, what would have been a profitable volume level for the sample firms 
a year earlier — 11.4 million shares traded dally on the NYSE against a break¬ 
even point of 9.6 million shares — was completely Inadequate In 1969. The gap 
between the 11.4 million average dally shares traded In the third quarter and 
the 12.7 million break-even point Is reflected In the sizeable third-quarter 
losses, discussed above. These results graphically Illustrate the Industry's 
historic dilemma — whether to maintain capacity high enough to comfortably 
handle volume upswings, thereby courting financial difficulty, or to hold capac¬ 
ity close to short-term needs and risk operating difficulties. 

Cost Trends 

Rising costs of doing business have hit the securities Industry particu¬ 
larly hard. One reason appears to be the office boom, especially in New York 
City, which has intensified competition for space, employees and services. Over 
the period 1058-69, the weighted average of costs of goods and services purchased 
by NYSE member firms rose an estimated 59%. This Is 4.8 times the Increase In 
the Wholesale Price Index and about 2.2 times that In the overall Consumer Price 
Index. It 1 b also well above the much publicized climb In the service component 
of the Consumer Price Index (44'jt) over the 1958-69 period. 
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CHANGES IN SELECTED PRICE INDEXES 

1958-69 


—- * * 11 "* ---n. .7lTZSHI MEMBER FIRM FACTOR COSTS 

—El -JL— J CONSUMER SERVICES (Ism rant) 
i— — — ~Tr. | CONSUMER SERVICES (total) 

- - -- TU GNP PRICE OEFLATOR 

1 '~r~.~7Z.T J~17~1 CONSUMER PRICES (allitcms) 

_ _ -I FINISHED GOODS (wholesale) 

L_—I, ALL COMMODITIES (wholesale) 

100 120 140 160 

SOURCES' Daptt of Lobof a Commwct. indai of mombor firm coda da»alopad by fka NYSE. 

hill B.afo 5 aCto f la t ? e 8t r on ^ rlse ln ■«■*>«• fin. unit costa is the wage 
An^thla w ?r kers rose * on average, 59% between 1958 and 1969. 

And this does not Include allowance for the widespread Introduction _ under 

competitive labor market conditions - of new, anS Improvement in exl.t?2g 

P™*™" 8 < a * 150 »mion Item ln 1969). Manufacturing baflc 
***• rates, by comparison, averaged a 49% Increase. 

__ pi# price of 100 square feet of rental space in 1958, purchased onlv 52 

«f« BpaCe ln 1969 - Similarly, a dollar spent on advertising ln 1969 
bought only 55% as much advertising as It did In 1958. The industry’stxten- 
slve communication network cost 50% more to maintain than a comparable network 
thb^ntir* cost in 1958^ Comparisons of this type can be made for virtually 

iUiS.s irsi ■ er,ic " ma * *«•»» *■ 

1969 PURCHASES OF GOODS AND SERVICES 
BY NYSE MEMBER FIRMS IN 1958 PRICES 


Coat Items 


Professional Fees 
Market Information Services 
Subscription to Periodicals 
Telephone and Telegraph 

Advertising and Sales 
Literature 

Entertainment and Travel 
Equipment Rental 
Postage, Stationery and 
Office Supplies 

Clerical and Administrative 
Salaries 

Other Employee Benefits 
Rent, Heat, Light, etc. 
Leased Wires 
Tickers and Projectors 

Total 


Estimated 

1969 

Expenses 0 * 
(Millions) 

$ 83.2 

44.0 
27.9 
150.0 


65.3 

70.0 

81.1 

128.7 


1,234.8 

150.2 

144.2 
38.5 
26.7 

$2,244.8 


% Increase 
in Unit 
Costs 
1958/1969 


1969 

Expenses 
ln 1958 
Prices 
T¥TT1ions) 

$ 46.3 

23.5 
16.9 
100.0 


776.6 

89.9 

75.3 

22.0 

14.4 

$1,413.1 


WEIGHTED 1969 INDEX OF PRICES PAID BY MEMBER FIRMS, (1958 - 100) _ 159. 

# 1969 expenses are annualized first-half data. 

* 5?* a exclude local tax costs since the complete restructuring of New York 
City taxes ln 1966 makes comparisons with prior years impossible. Its basic 
thrust, however, was to raise the tax burden. 

Data also exclude Interest costs. 

Sources : Budget data froir. member firm Income and expense reports. 
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The lone exception Is equipment rental, for which prices fell 1%. For 5 

■any firms, however, the decline is illusory. It reflects adjustment for qual¬ 
ity lnprovements in equipment, particularly computers — not lower actual costs 
per unit. 

Commission Rates Versus Other Chances — 1958-1969 

Over the years since the last commission rate adjustment, the seemingly 
inexorable rise in prices of other services has received prominent monthly 
attention in all the media. The 49% increase in the services component (exclud¬ 
ing rent) of the Consumer Price Index since 1958 is well known. Insurance and 
finance costs, alone, have risen by over one-third since the end of 1965 . 

Over the same four-year span housekeeping and home maintenance expenses were 
up about one-third. Two trips to the family doctor or to the barber today 
cost more than three trips did in 1958. 


A current vivid example of how business costs have been pushing against 
income is the discernible trend among real estate brokers to boost their com¬ 
mission rates — despite soaring home prices, upon which the rates are based. 

The securities industry has had no such cushion to fall back on. Stock splits 
serve to hold the average price per share down, so commissions on any given size 
order benefit relatively little from the long-term rise in stock prices — and 
in bad market years actually declines. 

This is illustrated in the following table which shows the commission 
on a 100 share order traded at the average NYSE round-lot price for the desig¬ 
nated year. 


INCOME PER 100 SHARE TRADE BASED ON THE 
AVERAGE ROUND-LOT PRICE PER SHARE 


Ysar 

Average Price 

Per 100 Shares 

w 

Commission • 

1958 

3,390 


35.95 

1959 

3,980 


38.90 

1960 

3,700 


37.50 

1961 

3,870 


38.35 

1962 

3,800 


38.00 

1963 

3,910 


38.55 

1964 

3,900 


38.50 

1965 

3,920 


38.60 

1966 

4,360 


40.80 

1967 

4,250 


40.25 

1968 

4,320 


40.60 

1969 

4,040 


39.20 


* 0.5% of value plus $19. 


Because of the relative stability of revenue on any given size order, 
it becomes increasingly difficult to break-even — much less to make a profit — 
on smaller orders. While it is true that the size of securities orders have 
trended upward, by far the bulk of orders continue to be for 100 shares or less. 
(While orders of 100 shares or less account for 70% of all orders, they account 
for, only 21% of shares traded.) Since the larger, more profitable orders are 
not evenly distributed among member firms, the increase i«i average ticket size 
does relatively little to help those firms with a large retail business. 

For example; taking all markets together (NYSE, Amex, O-T-C and reglonals) 
the average commission per 100 share order in the first half of 1969 wa;> 330.79. 
This was less than half the average for all orders, $63.13. Among the 16 large 
firms for which detailed data are available (23% of NYSE business), average 
commissions per transaction for all except two came closer to the lower figure 
than the higher. The average commission was $42.60 and the range was from 
$37.63 to $50.51. 
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COMMISSION PER SECURITY AGENCY TRANSACTION 
16 LARGE RETAIL FIRMS 

_ FIRST HALF 19f»g _ 

Average 

Commission * Fir* 

$37.63 a 

38.18 10 

38.30 11 

39.49 12 

40.22 13 

40.49 1 4 

40.69 11 

41.12 




Average 

Commission* 

$42.76 

43.14 

43.84 

45.21 

45.43 

45.48 

49.19 

50^51 


• Mean of averages for the first and second quarters. 

Source: Wright Associates, Management Consultants, New York, N.Y. 

- —.xs-- 

Wha t _, If Commission Rates Moved in Step wi th General Price Average? 


«h. ««. *« 

stability of its rate schedule sestber firm costs and the 

the overall C increase n in*the SmcSTHI UP year 8lDce 1938 -t.p with 

relatively small annual increments wiild h^lift^d^h (excludln * rent >- the 
a 100 share order on the NYSE in 1969 to $53 -- f?" 1 ** 1011 on 

$35.45 average. How this series of changes e.c£ higher than the actual 

-ounted over the 1958-69 period is illustrated in the JoUoiJnJ tib^ 1 * 1 h ‘ V * 

AVERAGE COMMISSION ON 100 SHARE ORDER OF NYSE STOCK 

mmi!L£? 6 !L IP RA ES INCR EASED IN STEP WITH THE 
.CONSUMER PRICE INDEX FOR SERVICES (EXCLUDING RENT) 


1958 

1959 

1960 

1961 

1962 

1963 

1964 

1965 

1966 

1967 

1968 

1969 


1969 (actual first-half average) 


$35.45 
36.66 
38.07 
39. CO 
40.01 
40.59 
41.48 
42.54 
44.31 
46.47 
49.13 
52.89 

35.45 


Sources: 


Conclusion 


nc :? a8 ! baaed on th * Consumer Price Index as 
den? f^fii n r the o^i 10 * ing: -Economic Report of the Pr„< . 
ffs5’(J 26 P ' 2?9) * nd Econowlc Indicators . PecembeT- 


need C for Ju^ , «"oi a in P ^5?ut?L t l e n e?T U }“* lndU8try * The V e-Pha^rT^*' 
approach to economizing is to be forestalled!" " r * te 8chedule ir th ® Mstaxe 

rests itfabilitVtollrif^I 1 1 " d '* str y* 9 financial health, upon which 
Instltutlonal investors?* efflClent1 ^ long-fr. demands of both individual and 
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SEC MEMORANDUM RE EXTENSION OF NYSE COMMISSION 
SURCHARGE DATED 


3o*4 


M E K.O R A N D U M ! 


August 20, 1970 


SUBJECT: Extension of the New York Stock Exchange Commission 
Surcharge 


packp.round 

The initial proposal to impose a surcharge on New York 
'Stock Exchange commissions took the form of a proposed rule (New 
York Stock Exchange Rule 383) requiring members of th* Exchange 
to charge in addition to the minimum commission, a service fee of 
$15 on orders up to ar.d including 1,000 shares with a 50 percent 
limit on any increase above present minimum rates. The basis 
asserted by the Exchange for the surcharge was that many of its 
member firms were suffering large losses on both.their brokerage 
business end on their overall operations and that some Immediate 

financial relief was necessary. 

Data provided by the Exchange showed that 10 firms which 
accounted for approximately 20 percent of commission income received 
by all members suffered losses of $98.3 million on their commission 
business in 1969 and losses of $38 million on overall activities. 


1 / See letters of Exchange President Robert Haack to.Chairman Budge 
dated i'.arch 13 and f'.arch 16, 1970 (Exhibit A). 
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Moreover, based on January figures, thc6c some firms appeared to 
be experiencin'; loscco which, when annualized would exceed 
$100 million on commission business and losses of $54 million 
on overall activities in 1970. Whilo the Exchange's selection of 
firms did rot purport to be a representative sample of its 
membership, these data demonstrated clearly that a number of 
firms which held a substantial share of the market were sustaining 
continued and substantial losses. * 

The Commission staff was instructed to develop, on a 
•hort-term basis, more complete and more representative data on 

* 

the financial condition of the Exchange's membership. For this 
purpose, the staff selected a sample consisting of seventeen of 
the largest firms engaged in serving snail investors and twenty-one 
firms whose principal offices arc located outside of New York City 
(so-called "regional" or "out-of-town" firms). This sample did . 
not include institutional firms and was heavily biased toward firms 
__handling small orders. 'Therefore, although the sample firms account 
for only 42 percent of commission revenue received by all members, 
they are estimated to account for approximately 55 percent of small 
order business. 

On the basis of the data collected, it was estimated that 
the firms in the sample made an overall pre-tax profit of $13.2 
million in the fourth quarter of 1969 after allowance for partners' 
compensation. However, it was estimated that these firms suffered 
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a pre-tax loss on securities commission business in this isoc 
period of $18.1 Billion. Estimates were also made to determine 
the impact on sample firms' profitability of surcharges of $5, 

$10 and $15. These projections were necessarily unrefined 

approximations in light of the absence of current transaction 

2 / 3 / 

information — and the need to make general untested assumptions. *• 

Despite the limitations attendant to the data used, 

analysis of the sample firms clearly confirmed the Exchange's 

assertion that, in the absence of increased commission revenues 

from small order business. Important member firms which serve the 

public were likely to sustain substantial losses. This analysis 

also shoved that, if extended through a 90-day period, assuming 
• • 

the level of volume current at that time would continue, a 
surcharge of $15 would not result in unreasonable profits. 

On April 2, 1970, the Commission Informed the Exchange 
that it would not object to the imposition of the surcharge on an 
interim basis for .90 days emphasizing that its continuance would 

require a review of the economic conditions Including transaction 

“\ 

volume levels existing at thar future time. In addition, the 
• Commission expressly predicated its non-objection upon its 


u Only 1967 transaction data for the sample were available at that 
time. These were used after adjusting the data to reflect Lh« 
lower volume levels of 1969. 

^ For example, if; was arbitrarily assumed that one-third of the 
additional revenues may be passed on to the registered represen¬ 
tative and not be available to the firm. 


v a 









EXHIBIT G 


5//4 


• 4 - 

expectation that the Exchange would take all steps necessary to 
assure that full brokerage services for small investors would be 
restored and on the Exchange's undertaking to assure firms would 

i 

prudently employ the surcharge revenue to improve their operations 
and financial positions. Finally, the Commission announced its 
intention to monitor the operation of the surcharge. 

The surcharge became effective on April 6, 1970, and 
was expected to expire on July 6, 1970. 

Proposal for Extension of the Surcharge 

Before the end of the initial 90-day period, the Exchange • 
by letters dated June 18, and June 29, 1970, proposed that the 
surcharge be extended for an additional 90 lays or indefinitely 
until a new commission rate structure is adopted. Pointing to a 
continuing decrease in member firm profits, in market volume, and 
in Average share prices, the Exchange contended that the need for 
extension of the surcharge is as great, if net greater, than when 
it was initially proposed. The American Stock Exchange, in a 
letter dated June 29, 1970, also stated that the financial posture 
of its member firms had steadily deteriorated. 

—^ Attached as Exhibit B. 


: 
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In Securities Exchange Act Release No. 8923 of July 2, 

1970, the Commission announced that the Commission rate hearings 
would be reconvened on July 13, 1970, for the purpose of receiving 
evidence on the necessity of extending the surcharge. The Commission 

stated that it would not take action to terminate the surcharge- 

pending its determination of the necessity of its extension but 
conditioned its non-objection upon the 6ame terms and conditions 
itoposed on initiation of the surcharge. In addition, the Commission 
expressly conditioned the continuation of the surcharge upon the 
Exchange’s agreement that it would not require the Commission to 
proceed under Section 19(b) if the Commission should determine 
that the surcharge should be terminated. 

Interim Surcharge Hearings 

Hearings were conducted during the week of July^13 
through July 17, 1970. In addition to the New York Stock Exchange, 
testimony was received from: the Association of Stock Exchange 
Firms; Pattcson Branch of Branch A Co. (a NYSE member firm), 

H?ns R. Reinisch and Evelyn Y. Davis (private Investors); the 
Association of Investment Brokers; the National Association of 
Investment Clubs; Sam Skurnlck (registered representative); 

National Investor Relations Institute; and the American 
Association of Securities Representatives. Summaries of this 
testimony arc attached os Exhibit C. A number of letters were 
received in response to the Coomission's invitation for public 


comment on the surcharge proposal. 




exhibit g 


3134 

• * 6 • 

• . ' 

Because the public did not have access to data on the 

.-financial condition of member firms, the staff requested the 
Exchange to place the monitoring data in the hearing record. 

With the exception of the Exchange, which had collected 
the monitoring data, the testimony of most of the witnesses was 
understandably based on opinion and observation rather than factual 

Information. In addition, since the need for the surcharge was 
based primarily on current business conditions, it rendered 
inappropriate any strong reliance on 1969 data. Consequently, 

the current information collected pursuant to the monitoring of 

• • • 

\ • 

the surcharge is the basis of both the Exchange's and the staff's 

* 

analysis of the need for its extension. .. * 

The Monitor Program 

• • * n order to gauge the impact of the surcharge on the financial 
condition of member fir™, the Ce»t.,lon and Exchange .taffs developed 
a monitor program to collect complete and timely information relating 
to member organizations' income, expenses and capital. Information 
was collected from all Exchange firms which do a public, commission 
business. Augmenting this, detailed data were obtained from the 
50 largest firms according to their gross securities income and 
from 27 regional member firms selected on a national basis with 
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care to assure broad geographic representation. The Informational 
requirements are set out In the materials contained In Exhibit D. 
Reasonably complete Information for April and May was received on 
June 24 from the Exchange; preliminary data for June were received 
on August 13, 1970. The following sections report on the evidence 
received In the hearings and collected through the monitor program. 


Firms 1 Revenues and Profits 

Detailed revenue end profit data Indicate that a large 
number of firms continued to suffer losses during May, the first 
complete month that the surcharge was in effect. Regardless of 
the measure of profit used, whether it be before partners 
compensation for the overall business, book profit, or estimated . 
profit from the security commission business, anywhere from 
c-wi-half to three-fourth of the firms comprising the primary 
c-uple were showing losses during April aud Kay (Table 1). 

However, preliminary June data show that a combination of higher 
volume, reduced expenses and substantially improved trading and 
investment experience sharply reduced the number of firms reporting 


book losses from 49 to 20. In June, 39 firms lost money on securities 
commission business, about the sacra as la Kay. However, this figure 
is down from 50 in April when the surcharge was in effect for only 
half the month. 


Expenses were allocated to securities commission income using the 
Exchange formula which allocates those expenses which cannot be 
directly assigned to a given line of business on the basis of the 
number of securities commission transactions to total transactions. 
Also, for purposes of this riensure of profitability, net margin 
interest income vss not included because of the lack of data to 
make the calculation. 
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The explanation of the continued deterioration of overall 
profitability in April and Kay (In .pit. of the surcharge) appears 
. .«• He principally In the trading and investment parts of the business. 
Sources of revenue figures (table 2 , indicate that the revenue fro, those 

.... * CtlVltl ° S approximately 561 million 

the monthly average for Oetober-Deceob.r. 1569 . On the other hand.- 

the revenue from commissions (including the service charge) in 
April. 1970 was slightly below the average for January-Kerch, 1,70 

“d ° nly =t ° Ut 525 *• overage for the October-Oecenber 

156, period. Similarly. the principal explanation of the Improvement 
in booh profitability in June . 1,70 results fro, ‘a substantial ' 
recovaty in trading and investment experience fro, the deterioration 
that occurred in the April-May, 1,70 period. 

A. indicated in Table 2, the surcharge added approximately 
$9.6 million to revenue in April. 518.0 trillion in May and $ 17.7 
million in June, for the monitored firms. The monitored fines 
showed unrealized investment losses of over 531.8 million in April 
and 58.2 million in May but a profit of 51.1 million in June. The 
unrealized losses, which depressed booh profitability in A? r« and • 

Kay, were caused by declining stoch prices. 

It should be noted that stoch prices dropped 24 percent 
a. measured by the NYSE composite index between the beginning of 
April and the close of May 26 when the marhet touched it. low of 
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the 18-month market decline. In the next six trading sessions, 
in heavy trading, prices recovered about two-fifths of the losses 
suffered in the preceding two months. 

However, sircc the first week of June, stock prices have 
fluctuated narrowly, but volume conditions have worcened appreciably 
probably reflecting a strong seasonal tendency characteristic of 
July and August. 

The full inpact of the surcharge on the revenue of the 
monitored firms is first apparent in’the Kay data. Those data 
show that most of the revenue goes to the large wirehouses that have a 
heavy concentration of small orders, but they also show that the revenue 
from the surcharge in many cases was not sufficient to offset reported losses. 
.. " At the hearings, New York Stock Exchange President, Robert Haack, 

submitted for the record a prepared statement similar to the memorandum 

which accompanied his June 29, 1970, letter to the Commission in 

6 / 

which he reported on the financial experience of 74 firms. 

The firms were divided into three groups according to their average 

7/ 

shares per order for 1969. The 54 firms which fell in the retail category 

8 / 

showed the greatest losses on securities commission income business — and 
received the greatest share of surcharge revenue (over 90 percent). 

The SCI business of the thirteen middle group firms remained profitable; 


6 / The 74 firms accounted for 67 percent of the industry's total 
gross revenue and 65 percent of its SCI in 1969. 

7/ "Retail" firms — tlose with average sice transactions between 
1 and 399 shares. Kiddle group — 400-999 shares. 

"Institutional" firms — 1.000 shares or more. 

8 / It should be emphasised, however, that the validity of tho allocated 
~ firurcs reported here have bccu questioned and the staff cannot 

confirm their reliability, particularly where the data cover short 

periods of time. 
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.Uhough these fines received only 8 percent of the surcharge 
revenue, this amount was stated to he crucial In reversing -hat 
had been « downward trend In the profitability of their SCI buslnesa. 

The SCI business for the seven fines In the ••institutional" group 
remained profitable. 

Adcquar ^ of Crnital. 

Capital figures for the monitored fines -ere obtained for 
the six months prior to the surcharge and monthly during the 
continuance of the surcharge. It is appaient that In April some 
firms -ere sho-lng book losses -hich. If continued, -ould place them 
In net.capital violation -Ithtn 1-6 months, unless capital -ere . 
supplemented. The effect of the surcharge generally Is to lengthen 

that period of time for the firms by about one month. 

Although capital figures for June have not been received. 

the improvement In book profitability Indicates some abatement of 

the pressure of losses on excess net capital during June. Ho»ever. market 

conditions suggest that'that relief may have been temporary. 

' At the hearings. Or. Freund of the Exchange stated that the 

' Exchange was not able.ass the Impact of the surcharge on with¬ 

drawals of capital because the Exchange ha, no method of ascertaining 
uhat the withdrawals -ould have been without the surcharge. Dr. Freund 
believed, however, that capital withdrawals would have been more rapid 
in some firms absent the surcharge. It -as revealed that the Exchange 
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did not impose any restrictions on capital withdrawal. Only 56 

out of 478 firms surveyed changed their policy on capital with* 

10 / 

drawals at the time the surcharge was instituted. 


3 /& 


Self-Help Activities 

Monitor information was also collected from 478 firms 
doing a public business to determine: (1) what efforts were being 
made to reduce costs; (2) whether size restrictions on orders were 
eliminated; and, (3) whether ateps were being taken to Unit with¬ 
drawals of capital. 

Briefly the findings in this ar . of monitoring are: —^ 
1. Salesmen's compensation -- all firms either 
made no change in manner of compensation (430 
firms) or they removed limitations on compensation 
placed into effect last year (31 firms), 
correspondent charges -- of the firms with such 
relationships, 278 share the surcharge with the 
executing and clearing firm in the same ratio 
as they share the minimum commission but in 37 
caset» the surcharge was retained cw^letely by 
the introducing firm. 

3. All firms that responded Indicated that no limit- 



• %/ Transcript, pp. 5445-5448. 

10/ Exhibit E. 

11 / Slight differences in total number of firms exist because 
• replies to each question were not always responsive.* 
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atlons arc in effect on small customer accounts 
other than those that arc traditional because of 
the firms' type of business. 

4 . All firms responding assert that they charge no 
more than the minimum commission and the service 
charge. No exceptions were reported. 

5. Restriction of partners' withdrawals and with¬ 
drawals of capital — 44 firms reduced partners' 
compensation, 56 placed restrictions on capital 
withdrawals (13 made both of the above changes) 
and 356 made no change in previous policy. 

Cost reduction activities are difficult to identify or 

assess. In the hearings, the Associatio i of Stock Exchange Firms 

stated that some firms have cut salaries ten percent across-the- 

board, that a "good many" firms have reduced partners' and stockholder*' 

remuneration and that salesmen's compensation has been "restructured" 

• • 

at many firr. 3 . However, as noted above. Exchange information ind.c~.es 

that 356 firms of the 478 surveyed reported no changes in the 
compensation of partners and stockholders while only 14 reported a 
reduction in this area. Also, of 461 firms surveyed by the Exctu-ge, 
430 firms reported no change in salesmen's compensation »^<liwy while 

only 31 reported ary such adjustments. 

Some evidence of cost cutting appeared in the June mor toring 

data. Clerical and administrative employees' costs in June were 
about $4 million less than the April-May overage and $3 million less 
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than the monthly average during the first quarter (Table 3). The 
category of nonvariablc expenses showing the largest proportionate 
decline in June was promotional costs which declined $1.4 million 
(IS percent) from the April-May average. Communication, occupancy 
and equipment costs also declined somewhat from May to June. Total 
compensation of partners and voting stockholders in June, on the 
other hand, was nearly 9 percent above the April-May average. 

• •• e - 

Although the Association of Stock Exchange Firms stated 
in the prepared testimony that there was a concentrated effort to 
reduce the number of branch offices. Exchange data do not show 
substantial declines. While the number of branch offices at the 

• • e 

end of July, 1970 was 41 below the April peak, it was still higher 
than the number reported at the end of 1969 (see Table 4). The number 
of registered representatives at the end of July was 1,400 below 
the peak of 57,704 reached in January of this year. Tne roost sub¬ 
stantial reduction in costs from the earlier average monthly ex¬ 
penditure levels was for clerical and administrative costs (see 
Table 3). 
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Conclusion 

Monitor data show that the surcharge was an important 
offset to declines in security coraission revenues in the ApriX-June 
period. Subsequent to the institution of the surcharge, a substantial 
further deterioration in overall profitability of Exchange tr.eir.bers 
occurred in April and May but this deterioration was primarily 
related to the profitability status of firms' trading and investment 
accounts. Similarly, the substantial improvement of member firms' 
profitability in June was largely due to the significant increase 
in securities prices and the consequent improvement in trading and • 
investment positions. * 

While mo.itoring data for July and August will not be 
available for some time, the recent trend of stock prices suggests 
that the earlier adverse situation in trading and investment accounts 
should not have recurred to date. Nevertheless, the substantial 
falloff in trading volume during this recent period indicates that 
there probably has been some further deterioration in Exchange 
profitability. 
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EXHIBIT H - LETTER DATED JUNE 22, 1970 FROM SEC 
TO ASSOCIATION OF INVESTMENT BROKERS 

SECURITIES AND EXCHANGE COMMISSION' 


WASHINGTON. 0 C. 20)49 


JUN 2 2 197(7 


Association of Investment. Brokers 

15 William Street 

New York, New York 1CGQ3 

Gentlemen: 




inis is in response to your May 19, 1970 telegram requesting that the 

Commission cause the New York Stock Exchange to direct all member firms 

to share the interim service charge on commissions' with their registered 

.representatives. 

• 

As indicated in the enclosed copy of Securities Exchange Act Release 
No. 8S60, the Commission's non-objection to the proposed service charge 
\<as conditioned on the stock exchanges taking all steps necessary to 
assure that full brokerage services to small investors are restored 
and that transaction size and other limitations on accounts of such 
investors removed. The interim surcharge was considered necessary to 
permit full restoration of such services and to retain needed capital 
within the industry. We cautioned the Exchange, however, that we expected 
that member organizations would prudently employ the additional revenues 
produced by the interim surcharge to improve their operations and 
financial position. 

The Commission has not interferred with the various compensation 
arrangements which firms have with their salesmen. We believe that 
this is a master for determination by each firm with its registered 
representatives subject only to the qualification that they act 
prudently to improve their operations and financial condition where 
such action is warranted. However, as always, the Conmission stands 
ready to receive evidence from interested persons which demonstrates, . 
wit;; particularity, that additional regulatory action on our part is 
necessary or appropriate for the protection of investors. 

Sincerely, ^ . 


uj iffd'h. 


Hamer it. Budge 
Chairman 
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EXHIBIT I - EXCERPT FROM TESTIMONY OF MR. MERRILL C. 

CHAPMAN BEFORE THE SEC 32JA 

firms that are doing profitable doing right and what are the 
firms that are unprofitable doing wrong? We think this Is 
the Exchange's problem to help those firms to find that answer 
that currently don't have that answer. 

But representing the public Investor as we do, we ask 
the question, then, should the public investor be penalized 
by the service charge for using the facilities of a profitable 
firm. Obviously an association of our type has a vested in¬ 
terest. We readily concede that. That vested Interest Is we 
participate in the commissions, which we all know. 

We feel that the Imposition of the service charge and the 
direction by the Stock Exchange that the registered representa¬ 
tive not be permitted to share in that service charge, which 
rule was not objected to by the Securities and Exchange Com¬ 
mission, is a gross injustice to the registered representative 
who generates that commission, who services that public custo¬ 
mer, constantly, and is responsible for many of the facets of 
that business brought to the member firms. 

MR. W0LFS0N: Excuse me. I may not have understood it. 

MR. CHAPMAN: Yes. 

MR, W0LFS0N: Did you Just Indicate the Commission had 
taken a position In sharping of the surcharge? 

MR. CHAPMAN: That Is correct. 

MR. W0LFS0N: That is not correct. You of course re- 


25 





Exhibit I 


3 24A 


1 ceived a letter dated June 23, from the Chairman, that points 

2 out the Commission has not Interfered with the various com- 

3 pensatlon arrangements which firms have with their salesmen. 

4 We believe this Is a matter for determination by each firm, 

5 with its registered representatives. 

6 There has been no prohibition or position taken by the 

7 Commission or the Staff that the surcharge could or could not 

8 be shared, as we indicated in this letter to you this Is a 

9 matter for determination by each firm with its registered 

10 representatives. I want to be sure the record Is correct. 

11 Go ahead. 

12 MR. CHAPMAn: I would say that In the letters from Mr. 

13 Pollack.and Mr. Budge, the Exchange, as I pointed out, did 

14 make the rule -- 

15 MR. WOLFSON: I don't know about any Exchange ruling. 

16 I'm giving you the position of the Commission and the Staff. 

17 We have taken no position, we stated that It is a matter of 

18 determination cf each f»r,n. 1 want the record to be clear 

19 on that. 

20 MR. COHEN: What you are saying In effect Is you have 

21 given the choice of participation within each member firm 

22 to the member firms themselves, am I correct? 

23 MR. WOLFSON: I don't want to argue the point with you. 

24 


25 


I want to tell you what we said. Why don't you proceed 
MR. CHAPMAN: In connection with that last point. 
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EXHIBIT J - EXCERPT FROM TESTIMONY OF MR. SAM 
CORDOVA BEFORE THE SEC 
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1 *1 these members? Are they exclusively registered reps? 

2 jj A I would,say 98 percent are registered reps, the other 

J j two percent might be actually owners, still owners of brokerage 

- ' f Lr::-.**. 


Q V/ha t brokerage concern, If any, are you associated 


with? 




(I 

j 

3 

i| 

1 

* ij 

n 

ti 

ii ! 
n 

13 I 

14 

15 

16 
17 

ie 

19 

20 

I 

I 

21 ! 

'I 

22 ! 


23 

24 


ll 


A I’m associated with Unity Securities Corporation 
in Eaverly Hills. California. 

O Is; that a member of an exchange? 

i 

A Yes. 

i 

« 

Q What is your position with them? j 

A i am a registered representative. . I 

Q How long have you tan a registered representative? 

i 

A Going on six years now. ‘ 

yr. W0LFS0H; Cefors asking any further, qsestior.3. 

I v/ould. Mr. Letzler , like to introduce into the record as 

I 

f 

Commission exhibit 2S2, a letter from the Commission Staff to 

I 

i 

registered representatives who have written in with reference 
to the Surcharge and their request for sharing in it. simply 
to put on the record the Commission‘3 position or state:.*, nt in 
this regard. 

I 

Thu letter is to registered representatives who 
happened to write in. It is from Kenneth Kosonblun. Chic oi 
the branch of Regulations Inspections. 

Peforc aub.iittlng it Tor the record I iust want 


» 

I 
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point out In relevant part it Etates "The Commission has 

j n3t ia terfer*.d with the various compensation arrangements 
which firms have wi:h their salesmen . ho believe that thin Js 
a for doterninaticn by erch fir.:, with its rap ateroJ 

reprea* atutives, subject only to tlx qua lification* they act 
j prudently to improve their operations and financial conditions 
where such action is warranted." 

I will submit the Jotter for tl:6 record at this point, 
with your parmis^ion. 

H^Ai.lhu CiFICEE LuiTZLEK: Thai will be Commission 
Exhibit 292, admitted in evidence. 

(Commission's Exhibit Ho. 292 was 
marked for identification and 


received in evidence ) 


BY VH. WOLFSON 


Q May I ask, S'r. Cordova, first, you bo Hove the $ir. 
surcharge is necessary? 

i 

A Sir, wo in the securities industry for approximately 
j 12 years have suffered .i.long with every other o. • oloyae, cvc 

j 

; otter typo of industry, the in fir tio nary co t ,>«• living. Vrt 

i 

ib:* about 12 years we ,uv d no Increase in roniiiisc Ion 
i Th.it in itself would no t fr reason can ugh to have a cure/ • 


j but do feel as an adjunct to thlo, that tfc» fact that 
! market ls.*r, been badly created ty cono.r.ic circrr.* *>tnnce» : >L»?d 


|jdi.;.r. it necessary to -Jo something to all. via u ihr probb ,• 






AUGUST IS. 1003 
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New York stock exchange 


•! • 

~c -» 

:t» t 

r-..... 

J'r 


in write in |hi\ »|ut f 


m 

DEPARTMENT OF MEMBER FIRMS 5 


jlt :j.*i 


APPLICATION FOR APPROVAL OF EMPLOYMENT .3 o 

OF REGISTERED REPRESENTATIVE ° 


.V 

•I fl. 


ThU page It to be Ailed In by app'knnf Or.n or corporation 
PLEASE TYPEVVnifE INFORMATION 


Complete and accurate answers to the questions listed on this application 

(_ _11 ^i!_•_«« . 


--- v.* UI 13 U^^llLdUUIl 

(orm will eliminate delay and assist the Exchange in acting expeditiously. 


L -|£S£“--d=£=- 2. —RgatsteredRepre.ent.itlve_ 

TUk oc Pcatioi . / . ^ 

3. —Wmi gp R. Stng t s.& Co., Incorporated 4 Sacramento. Callfomin'' * / — 

i# bt tmi.ioyrd B» * - — --T— 

w Employed—LocaLtji of Offtoi 

r /_ \ a * 


James _ 

MjddJo Norm 


5. (a)*. 


Nfttur* of DuUoo 


(b) Type of Registration Desired — Limited Q Full Q (check one) 


T 196 4_ 

SUrtiAj D«U of LapioyoMol 


(d) Salary : -per or (and) Commission as permitted by the rules of your 

Year 

Exchange, as follows: Listed —. per cent; Mutual Fund _ per cent; 


other unlisted 


. per cent. 


(e) If candidate is to have any percentage participation in (l) firm profits. (2) corporation profit* 
(a) branch office profits or (4) departmental profits, give details Willi am' R. Sta nfn jijv/ , 
_ Incorporated Employees ' Proft t-Sh.iring Plan_ 


DO NOT WRITE IN THIS SPACE 


‘NSATION O. K. 


CLEARANCE: 


IENCE; _ Further training required 


Exam, required 


Exam, scheduled 


_ Other Dcpts. 


EXAM TAKEN: Dm, ffi v/S V.„.i. 



Exam. Grade O. K. 


Check only 





l.l'l !•«*. Mn; 

' 3 -K.i!.n. 


M l(n tl\« ity . . 


L- < «iliif i.i! <ub| |i; |ny ( 
O iVl*..:. I imhh Uhi. it K. 
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TO DE COMPLETED BY PROPOSED REGISTERED REPRESENTATIVE 
(Please Print or Typewrite Information) 

[ar.be EU_Rolirxt_Tamps_ 7 , 121-24-14B6 

mNux Mtddt. H.m. SM.dM.lh. 




9. (a)*_- 

Date at Birth 

11. *_- 

nMMtiwtk 

12. (a)*-1-— 

Mantel Scum 

!3.*Educational Institutions attended: 


Mala ar Tm 


Olf 

-- (b)\ 


Name and Addreta 

From 

Mo. Yr. 

To 

Mo. Yr. 

Court* 

Day or 
Evening 

Did You 
Graduate 

’* . . 

. . . 

-■ 


— • 

-- 

--- - 

- - . 




.. .... . 

- - —.-- -- 

• • 

* • •— - * • 

— — 


.. -- 

— - - — • ■— 

* * - * * 

.. - . . 

... - 

-- •• 

- .. . 


Decree 


t associations, societies or fraternal organizations to which you belong. (Names and addresses)- 

The following is a complete, consecutive statement of my business history for the past ten years: 
ll time must be accounted for—include all self-employment, and show all .residence addresses during 
tnis of unemployment. To expedite consideration of this application, if possible attach a letter from each 
lover listed lie low, confirming the capacity in which you were employed and the dates of your employment 
pd, and stating that you left with a clear record. If self-employed, show name or trade style under which, and 
iddresses at which, you conducted business. If presently employed by applicant member in any capacity, 
i starting date of such employment anc. position held. (If a “transferee,” list only business connections 
last application filed with Exchange.) 

riant: If candidate has served with the armed forces within the last 10 years, give dates, branch of 

ice, rank or rate, identification number (if any) and type of discharge. .. 

LIST LATEST POSITION FIRST 


To 

cor . Month Year 
964 Present 


Nome of Employer 
Ad dree* (Street, City end Store) 




Poaltloa 

Held 

legisteted 


Reooota For 
Leo ring 





If more »p*it i* needed *tta< li •rpeiote tlird 

DO NOT WRITE IN TIMS SPACE 


Vv 
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<b)*I am a citizen of___ 

Of ntwtiiH c»U*wo of U. SJ A., «in diU. mtnt of 
•••rt • numhrf. *. orit • r (iu»u mi 

U. B. A_ IfhJ «U4o of Ulry ibu U. 6 A4 

(c) rend, write and speak English fluently. 

THE TEN YEAR LIMIT DOES NOT APPLY TO THE 
FOLLOWING ITEMS THROUGH NO. 28 

16. (a) Have you ever been registered as a representative of a member of the N.A.S.D. Yea P 
(b) Arc you presently employed by a member of the N.A.S.D. other than the present 

sponsor?. Yes □ 

If "yes”, give name, address and posi’ion held_ _ 


No □ 
No B 


(c) Have you taken the N.A.S.D. exair.inatio-’ for registration?. 

If "yes” on what date?_M ay *9 63 _ 

(d) Are you at present engaged in any other business, either as a proprietor, partner. 


officer, director, trustee or employee or otherwise? 


If "yes”, give details, including name and address, your title or capacity, nature 
of business, duties, compensation received,, time spent, etc_ 

(e) Do you currently hold an insurance or real estate license?_ . 

If “yes", give details, including states where licensed_ 

17. *1 am at present employed by: 

' (Noa* •/ OTp li.yr. b u i m a md J raa mad ataruag data ml auco aoplojrmaot) 

18. # I have been bonded by (specify bonding company, amount, and whether currently 

in effect)__ 

19. (a) Have you e;_ .'cn refused a bond by a surety company?. 

(b) Has any surety company paid out any funds on your coverage?. 

If answer to cither (a) or (b) is “yes", attach details. 

20. (a) Have you ever been a m ember of any s"xk exchange, commodity exchange, or 

registered association of security or commodity brokers, dealers, investment 

blinkers or investment advisors?. 

If “yes”, give name(s) and dates. 

(b) Are you at present a member of any such exchange or registered association? . 
If "yes", give namets). 

21. (a) Have you ever been suspended, expelled or otherwise disciplined by any regu¬ 

latory body or by any such exchange or association; or ever been refused 
membership therein; or ever withdrawn your application for such membership? 

(b) Have you ever been associated with any organization, as a director, controlling 

stockholder, partner, officer, employee or other representative of a broker- 
dealer which fins been, or a principal of which has been, suspended or expelled 
from any such exchange or registered association, or was refused membership 
therein, or withdrew an application for membership: or whose registration as a 
brokcr-dr At with the b.E.C. or any State or agency has been denied, suspended 
or revoked? . 

(c) Are you now subject to an order of the N.A.S.D., any national securities ex¬ 
change or S.E.C. which revokes, suspends or denies member slop or registration? 

(d) Have you cvrr been nan ed as a "cause" in any action mentioned in the preced¬ 
ing questions tn'.en with respect to a brokcr-dcaicr?. 

(e) Have you cv«t been enj mod. temporarily or otherwise from selling or dealing 
in securities or conunxhiie-t or from functioning as an investment advisor! . . 

(0 Have you evr been a piaicip.il or employee of any corporation, firm, or associ¬ 
ation winch was eiijoiia.. h n.pornnlv or otherwise from wiling or dialing in 
sccuntici or commodities or from tunc Hot mg as an mvetment advisor? . . . 


Yes £D No □ 


Yea □ No B 


Yes □ No B 


Yes □ No O 
Yes □ No □ 


Yes □ NoQ 
Yea □ No □ 


Yes □ No S 


Yes □ No □ 
Yes □ No a 
k’es □ No □ 


Yes □ No O 


Yes □ No □ 


1 
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22. If answer to question* 21 (a), (b), (c), (d). (c) or (f) is 
Information: 

Nature of such action: Revocation_ 

Suspension_ Injunction._ 

Action taken by„- 

If suspended, give date of termination «• .-up 
Name of bro!:cr-dealcr subject to such ore'er. 

Nature of your nJTiliation with such broker- ieaicr_ 

23. In your previous business connections or employment in any capacity, have trans¬ 
actions under your attention ever been the subject of complaint or legal proceedings? Ye* □ No Q 

If "yes”, give names and details. 

24. Have you ever been registered or licensed to sell or deni in securities or commodities • * ' 

or to function as an investment advisor by any Federal or State agencies? . . Yes Q No □ 

ft •••»#§«;** m "a flnf ivnlnu* 


supply following 


Expulsion. 


Date of such actioi 


e details below 


•State 


Principal Knr Whom I VVai Dtili'.nitwl to Act 


W KagUtraUop Cw.wntty EQccdte 


1963 'California I Francis 


duPont & Co 


If “yes’ , give names, dates, nature of action, location and disposition. 

26. (?) Have you ever been arrested, summoned, arraigned or indicted for any felony 
of any kind, or for any misdemeanor or offense, other than minor traffic 

violations? (If “Yes", give detail*). . 

Jb) Have you ever been convicted of a felony of any .und, or o! a misdemeanor 
involving embezzlement, fraudulent conversion, misappropriation of funds, 
abuse or misuse of a fiduciary relationship, or a purchase or sale of any security 
arising out of the conduct ol a broker-dealer? (If •"Yes", give details) . . 

(c) Have you ever been associated, as a principal or employee, with any organiza¬ 
tion which has ever been, or a principal of which has ever been, convicted of a 
felony of any kind, or of a misdemeanor involving embezzlement, fraudulent 
conversion of funds, abuse or misuse of a fiduciary relationship, or a purchase 
or sale of any security arising out of the conduct of a broker-dealer? (If "Yes”, 
give details). 

». Are you at present, or have yc\! ever been, involved in any litigation or are there 

•ny unsatisfied judgments outstanding against you?.•. 

If yes’*, attach details. 

2S. Have you ever been known personally by any other name, or have you ever con¬ 
ducted business or earned brokerage or bank accounts in any other name than that 

shown in questions 1 and 6, above?. 

If “yes”, give details and dates of use. 
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r. •* MtM>Mai f 


.Vlrc Pretldent 


• Udvatd • hkr * | 


t V* ^ m r Wnn^lftlce and hrlaef (Kc nmlniu« it (antiliar with th« Constitution and Rulfs of 

!i t W -tiKk Liduiicr and the rule* i;otrrmnc rrgiMcrtd fq»rfM.nutives. and n Jally ^manned 

fjr lAtf fosthen far uiiult *fflu*uon ktwtm •* wtadr. 1 agrrt that not^ »th»undin|f the ajiproval ot 
the I-.«cnai»i;e, ulii.h lierrlie ii rri|uey|e<i. I mil mrm|ilov flie camliriaie in Ihe capacity Haled 
herein »ill<-iui Tifi i'ir im.r.it al ,.| am Si i.r a.nl.nritv tihich may he renuiret* hv Ian 

I HAVE COMMUNICATED WITH THE LAST PREVIOUS EMPLOYER OF THE CANDI- 
DATE. In a II n--n. Hu l.4!.-winu' MC|~ ha»e Keen taken to \*nl> thr auirmentt contamcl m 
thl* Ipplicaiion lufm: iCupio ol documents ubtamed ■■ you, investigation may be attached) 


lam-meirt.-n Min, art —p»~-- 


IS. (Date)__lcrii -‘icr 




V. W. Chor^rvau, Jr. 9 Vice Pn tide 


nt 


ISUMtl 











FORM No. RE-1 


Do not write In Ihle (pare 


FEBRUARY I, 1963 






t write in ll»l* »pj«e 


New York stock exchange »>S J IVSI22 /M •- J - 
DEPARTMENT OF MEMBER FIRMS !t v $T0C v ‘ S <CHA!*CE 


ILL 2. 


APPLICATION FOR APPROVAL OF EMPLOYMENT 


OF REGISTERED REPRESENTATIVE 




Thl( page It to be IT I In by appllrant Arm or corporation 
PLEASE REWRITE INFORMATION 


Complete and accurate answers to the questions listed on this application 
form will eliminate delay and assist the Exchange in acting expeditiously. 


Gsaibcra 


Robert 


J j..OJ 


Uw< Nem« Finn Naum MuidJ# N*a 

Frnr.ciu I. ciu-’or.t (: C-, 


To bo Employed By 


2. Ropros-ntat lvo 

blit tt IWUOD 

4 12C0 J S\ Sr.crvr.onto. Cali f 


% Sorvici.ng and oolici-ution of cuato'.oro* cccounto 


Wb»n lo bm EoplojfM—Gift Uciuoo of OlLca 


Nature of Dubai 


(b) Type of Registration Desired — Limited Q Full £T] (check one) 

/ J marry 21, 1C 63 __ 

' f Ci.w .. r».•_* »■ ^_■ 


BUrtiiii D*U of L.uf.ioplurtii 




g (d) 'Salary_ P° r Nlo^uh or ^ and ^ Co mr ™ ssion as permitted by the rules of your 

J *TT3V 

*3 Exchange, as follows: Listed . per cent; Mutual Fund ....— per cent; 


other unlisted 


... per cent. 


(e) If candidate is to have any percentage participation in (l) firm profits, (2) corporation profits, 
(3) branch office profits or (4) departmental profits, give details-:- 


/>?/✓* 5! D0 NOT write IN Tins SPACE 


A 


ENSATION O. K. 


CLEARANCE: Employer 


RIENCE: Further training required 


p /;/»/) 

mired ‘ •* 


Exam, required 


Exam, scheduled 


t ^ i 

• f *. * /» m 


Exam. Grade O. K. 



Other Depts. 


EXAM. TAKEN: Date *-'''Vc? Grade ' 


CHECKED: 


- MAH Z 7 1U63 n • 

Date By / / 


TYPE OF API'VL. 


Check only. 


DISAPPROVAL 


Investigate 


!v* 


date 


I 



nv 
























6 . 

8 .* 


TO BE COMPLETED BY PROPOSED REGISTERED REPRESENTATIVE 
(Please Print or Typewrite Inlor inudouj 
CnxJv'rn Rr) r>r*. J *»r**^n •j 1 P1.-PA-1 /?>i 


unN ud rw Hu 

'per I! •' < ■n n»3 jr> 


MkJdW N« 


gH.uuu f - 


. B». Na. 

PrO1 Pq-ti * .7 


9. (a) 

1 L* 


ll«M Addr*as 

. t?-y 1 \ 1*33 


Brorj: 


OaU o/ lUrLfc 


Bir—l 

—- (b)*_ 

"or/ York 


cm» 




10 . 


Male 




New York 


UGA 


l-Uaa or lllrtk 


at» 


12. (a)*— 

M&nUl Stilua 

13. *Educational Institutions attended: 


(b)*_ 


But* Cow try 

OIoptvv Jmti ’ Gov't*'ran 


If oairud, moiioo i 


Name and Address 

From 

Mo. Yr. 

To 

Mo. 

Yr. 

Course 

1 Day or 
| Evening 

Did You 
Graduate 

Drftree 

/ I 

1 T 
j Jan 

45 

Jiui 

45 

Elcmr.ta: 

9 : ! 

Y os 

Hi -p -r. 

~h School, Pelham IP 

BB 

m 

Jun 

51 

Acadenlc 

Day 

Yg3 

Pj y~lcr.a 




Jp.n 

55 

Mr.rkotl r.' 

eh 

warn 

ES 

a».o St' *■.*» Olid!*?, Sacto., Cal: 

k S' 



Bus i r. r ' r. a 

Evsnin* 

! T o 



Lit associations, .societies or fraternal organizations to which you belong. (Names and addresses) 

t oram: i■: ooi:.~.x hi - :v:\: ___ 


' I 

__________—--- 1 ■ — ■ 1 ” ’ ■ - " I 

) The following is a complete, consecutive statement of my business history for the past ten years: 

AU time must be accounted for—include all self-employment, and show all residence addresses during 
riods of unemployment. To expedite consideration of this application if possible attach a letter from each 
iplovcr listed below, conflrmirg the capacity in which you were employed and the dates of your employment 
riori, and stating that you left with a clear record. If self-employed, show name or trade style under which, and 
addresses at which, you conducted business, it presently employed by applicant member in any capacity, 
re starting date of such employment and position held, (if a "transferee,” list only business connections 
ice last application tiled with Exchange.) * 

ipor'int: If candidate has served with the armed forces within the last 10 years, give cates, branch of 
rvice, rank or rate, identification numbev (if any) and type of discharge. 

LIST LATEST POSITION FIRST __ 


To 

Mootb Year 


Name of Kmplo>er 
Addrrai (Street, Clfj mil State) 


Poaltloo 

ReaMn For 

Held 

Leatlng , 
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(b)‘I 


am a citizen of 


WnlV-il Sh-*.on of Adrien __ 

or MturnJtiMi r.LM *f U H. A.. d*im omrwm «f 

court *rvl etrtihraU Bun.l^r. If not • ciUmo o i 
U. 8. A., tin ploco 4o*i ii«U of Miry iato U. 8. AJ 


(c) read, write and speak English fluently. 

THE TEN YEAR LIMIT DOES NOT APPLY TO TIIE 
FOLLOWING ITEMS THROUGH NO. 28 


(a) Have you ever been registered as a representative of a member of the N.A.S.D. 

(b) Arc you presently employed by a member of the N.A.S.D. other than the present 

sponsor? . 

If "yes", give name, address and position held---—- 


(c) Arc you at present engaged in any other business, either as a proprietor, partner, 

officer, director, trustee or employee or otherwise? . 

If "yes", give details, including name and address, your title or capacity, nature 
of business, duties, compensation received, time spent, etc- 


Yea □ 
Yes □ 


Yes □ 


(d) Do you currently hold an insurance or real estate license? 
If “yes", give details, including states where licensed — 


Yes □ 


17. *1 am at present employed by: 

Frannin i. ' ■ "— •• 


C-j > i vf j St,. Saerraento, Calif. 


1/21/63 


(N.m. of MB|hoy«i. buuma ujdrwi sad siartu.f dau of such •mployoMal) 


18 *1 have been bonded by (specify bonding company, amount, and whether cmrcntly 
In effect) - u -' ~ 


19. (a) Have you ever been refused a bond by a surety company?. 

(b) Has any surety company paid out any funds on your coverage?. 

If answer to either (a) or (bt is '‘yes ’, attach details. 

20. (a) Have you ever been a member of any stock exchange, commodity exchange, or 

registered association of security or commodity brokers, dealers, investment 

bankers or invest ment advisors?. 

If "yes”, give nanis(s) and dates. ...» 

(b) Are you at present a member of any such exchange or registered association? . 

If "yes", give namets). 

21. (a) Have you ever been suspended, expelled or otherwise disciplined by any regu¬ 

latory body or by any such exchange or association; or ever been refused 
membership therein; or ever withdrawn your application for such membership? 

(b) Have you ever been associated w ith any organization, as a director, controlling 

stocklioldcrTpnrtncr. otliccr. employee or other representative of a broker- 
dealer which has been, or a principal of which lias been, suspended or expelled 
from any such exchange or registered association, or was refused membership 
therein, or withdrew an application lor membership; or whose registration as a 
biokcr-dcalcr with the S.E.C. or any State or agency has been dented, suspended 
or revoked? .. 

(c) Arc you now subject to an order of the N.A.S.D., any national securities ex¬ 
change or S.F.C. which revokes, suspends or denies membership or registration. 

(d) Have you ever been named as a "cause" in any action mentioned in the preced¬ 
ing questions taken with respect to a broker-dealer?. 

(e) Have you ever h-'cn enjoined, tenyionrily or otherwise from soiling or dealing 
in securities or commodities or fr< ni functioning as a:i investment adviser? . . 

(0 Have you ever been a principal or employee of any coqioratinn. firm, or associ¬ 
ation whuh wa, enjoined t.m|**i.irilv or otherwise from p iling or dealing in 
srcunliv. of com:.adit ies or fioni lui ..ti ming as an investment advi^.r? . . . 


Yea □ 
Yea □ 

Yea □ 
Yea □ 

Yea □ 


Yea □ 
Yea □ 
Yea □ 

Yea □ 


Yea □ 


No □ 
No □ 

No □ 

No □ 


No □ 
No □ 

No □ 
No Q 

No □ 

No □ 
No □ 
No □ 

No □ 
No d 
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22. If answer to questions 21 (a), (b). (c), (d). (e) or (f) is "yes’', supply following 

information: 7 ° 

Nature of.surh action: Revocatio n _ Expulsion—_ 

Suspension- Injunction__ Other _ 

Action taken by-- - Date of such net in n _ 

If suspended, give date of termination of suspension_____ 

Name of broker-dealer subject to such order____ 

Nature of your affiliation with such broker dealer—_ 

23. In your previous business connections or employment in any capacity, have trans¬ 
actions under your attention ever been the subject of complaint or legal proceedings? 
If "yes", give names and details. 

24. Have you ever been registered or licenced to sell or deal in securities or commodities 

or to function as an investment advisor by any Federal or State agencies’ 

If "yes", give details below. ' * 


Yes □ No 


Principal F or NN hum I War Designated to Act 


It Kcftlafrntloa CurTcntiy Etfectiv* 



25. Have you or any firm, corporation or association of which you have been a principal 
eve' tailed in business, made a compromise with creditors, taken advantage of the 
ban.ruptcy Act or Exemption Law or pleaded the Statute of Limitations? 

II yes . give names, dates, nature of action, location and disposition. 

ifo. (a) Have you cv£r been arrested, summoned, arraigned or indicted for any felony 

of any kind or for any misdemeanor or offense, other than minor traffic 
violations? (If Yes , give details) 

(b) Have jou ever been convicted of a felony of any kind, or of a misdemeanor 
involving embezzlement, fraudulent conversion, misappropriation of funds 
abuse or rrusibe of a fiduciary relationship, or a purchase or sale of any security 
arising out of the conduct ol a broker deafer? (If 1 Yes", give details) 

(c) Have you e ver been associated, as a principal or employee, with any organiza¬ 
tion which has ever tiecn, or a principal of which has ever been, convicted of a 
felony of any kind, or of a misdemeanor involving embezzlement, fraudulent 
conversion of funds, abuse or misuse of a fiduciary relationship, or a purchase 
or sale of any security arising out of the conduct of a broker-dealer’ (If "Y es" 
give details) . . 

27. Are you at present, or have you ever been, involved in any litigation or are there 
any unsatisfied judgments outstanding against you? 

If "yes", attach details. 

28. Have you ever been known personally by any other name, or have you ever con¬ 

ducted business or earned brokerage or bank accounts >n any other name than that 
shown in questions 1 and 6. above?. 

If “yes", give details and dates ot use*. 

19. The following is a compute list of all brokers, dealers or banks with which I am 
carrying accounts m securit:. , or commodities or with which I have earned such 
accounts during the past lt> years (indicate in each case whether account still is 
open, ami whether it is a ca.-h or margin account). (If none, so sta'e) 


Yes □ No □ 


Yes □ No (3 


Y'es □ No □ 


Yes □ No O 
Yes □ No □ 


Yes □ No Q 


Orlando,_klprid: 


~ - ? fill - (Ya 


Please give all 
details requested 


"I I* I • I lie 


. •• 9—i .. I. ••• I ...... 


\ • 






30 . I hereby n-lify tint I hive rr.nl .mil uniWM.lrrl the fcnwiyiinj slasruinu and that each of my 
responses thereto n tme and compli-C*. and tint, the revi>t’ .ck in any zr S, uli pm r applicati-mi fi>J 
with the New York Stock Eirhmce wrae true uni comolrtf. In csnuBktauon of the New York 
Stock Exchange's receiving and considering: lltrv TtipJic-iiuon 

(at I avitNwe and rrriurM any >nd lit 4i miy t<*mr W WW Know all wa> oalWr r*nwi to lum'th to tha 
Hew York Site! t tchim-* m* inpwnoiinn ihtiwn Inn *— tn wntwrrtut—n many. hu-m*.. Kbnun and 
rrpuuuiA, inert) rr •nr, u i i/nivol I»*»mer 4. hws*rtv »»*vy rmpL frmnrvL* them an i the rr j lor % 

the terminals**! thereof. and I lt*rrby pltj« »*cn « eimiUqyer uni earh wi«h >*t>rr prrmn from Any and ad 
lability of »hjurm nature by tr.utn ol l iruJunf *.uc» ic»rm.isuiw m the Motk 

(b) I author* *e lh« \i • York Si** k ► ichM<r nn rv.sk* wvjikn.r i* Mg prm<«riive employer. or to any 
Federal St tie nr MuntopJ ifefev. an* mi «rm*t. «r» tt muss i4'Yri'"«r , ‘iv| rrr andJMiu-rrhy rcl< I'-r me N't® Yora 
Stock Exchange from any and ad bab.nty ol *l»;usa <«r.n'r'iitf r n'fruM ol fent'vliunuxuch mlo'nj’jrw 

(c) 1 agree lliat the drotrm ol the Net* Ymk. n«*e« k as to tW iWMwtxvsd any examination* it may 

require me to talc will be acce:*t««l by me at (.Nil. a**' «<• •-1 ». .«4 Or m+-A»Jt io sbe 0fn*tlius lor 

tukder Suit J4i(<) «/ rAr boo'd ol (iturrttrj «** fr*« Nar te nwr —iowQ/4, /i u lim- oyuumt oi the Exchange. 

I have 

(I) violated any proiitinn ol the Con\t»tuii'<n or of .tw lull; riqptd by iW (Uariid Govemoex; 

5 2) violated any of ny agreement* tsith tl*»* hiousge. 

J) made any fm«*talemetNa to the Exchange . *w 

4) been guilty of (») rwulm t inr -i i^niit u»ih ju«« *rdf evint.tHle pnangkn rtf 'mb, (ii) art* detrimental 
to the intern! or welfare *f the Ext has i|:c. ur (pi) x«d*c Ydiwtry tuaevOWdiwytatiire of the Lachai.ge 
(di I have rr id the i swwit.ift'm and K.l.*of (.**• Uij/iihd .Wnrenm J owe !W^a Y«»*i. ..toex Etcharr* and. 

If approved I h *rhv p’ed.e ru u ;l to if» *1* t»v the t. < ms'iou «n i nil bf .>* n* *fie tsi«vl of ('wisrmorx of ire New 
Yora Stuck Ik' n.;r a. ue vi rr twve U- i» o <hxilU It. n t»*r.e t • timr amrwrJNi ail rule* and regulibonx 

adopted purauam to the Constitution, and by all prae. u u»o- 




Further. sn * in cunvideration of the New v /.x I; Sunt'l .Emdunee'i approving this application. 1 
submit a.: Mil to the juriidiction of such.Excliuutjs; and'I .jp*e as I.Hlow*: 

(a) That I a »H nor guarantee to my er«nk>*eno* *® airy schww creditor cvrvvtf a cuxtomerli account. the 
payment of the debit balanc-e in such account. vi mmitULm press »’il«n cowtewt ot the Exchange 

<b) That I • *11 not guarantee any customer a; unfrfim » n«« account or m any way repreaent to any customer 
that I or my cn pk>>er » uJ gua/ameo tne cu»tumer ^.anu »ucit w»uaa 

fcI That I mill not tale or recede, d.rectly or indircriiV. nvmem the pro&taof any ctmorncr't aocount or 
Aart m any low* auvuuvrd m any such juvisot. 

fd) That I %:ll not m.ite a *:a«h or numn tr^n aennfia-*naina**n a caah or rnargm account in vcunuei or 
commodities nr have any dmvt tr uidirm l:nanrn!-snurr*t ;*»*iuch a oran^acum or account, erceot mtl a member 
Srm os mcml^r c rpnratum nr »iin a hank I unjcrMjnd and -vre* th.H noauch tranvseunn irjv be e ,: octed and 
no such account nay be miunt.rpirsl *itDftJ>i(e ;r.’*r ronx-nkof -n**mr-ntvr. rxrir.'.n rum or mem set rcrpntation 
employer, and t)iat cue.M lor Monihlv Investment (f^naaotat t rn* Nu*h empb rv er null receive pr'sinnuy. directly 
from U< carry u.g mem 1 Vf Urn member con*’'** wn-«t nswk Im t »*e Cv»;»ur* «d all cosahmaunn* an.i *tatementj 
relating to tuch t/anuct.on* or account l lenher u l^iamt that I *t>ail receive no cowts-nuu-in lor 

oomxruwon* or profile e vned on any txanviciion in- arsunt in *h:«h 1 have a direct or evduact fcarciai imercai. 
except *ith the approval ot my employer ana in axiuncr »itn the erdcs of the Exchange 

(«l That I «* ill rwv< rebate, directlv or m^rortlv. tsicjyv pvcrei. firm ns covnrjixm any pa/t of the corn^envaoon 
I receive ai i n ottered emp»o\.e and I vu not ,ny tu. n co.na notwo or arv pet tfsem«»(. duccUv or inO.recuv. 
toany pereno. fvm or c^»rposjt.. n aiaN»:>ut cnnifn.vx»*m l»*e a onrr cnrv.'!rr ifion lOr bustnna iou(bl or procured 
lor me or for any member ol the Ltchange, lum or „vKnr n, »*red lVw* 

(f) That at xnv one. up»n tre rc jus i •.( ire teuftwrv.nHWfnhff ITetr.i. o« of any Comm ::ee or other 
Department n( the New York Etcher-- l t ic.b*t:ssvjv«aL‘nsnmif* l nr <v fkfwvrwntand ove 

upm any xuhyect un-kr »n*\*r.g't.nn o\ >nv s <h C<r: itmt*^ or t usepurrment. *nj .nat I eil. r»r erure. upon reqeext 
Of the Exchange all of my record* or d<eur.tntx rrtbCvw *n ^t<y cunaiy bring irwdc by me Etc bar ge. 

(g> 1 under. • d that arv chine*-* m cM'Si'en ..iticn-o nrlnrm r*r eitd<ikv«.nl mm nr neat ion t« jr* form «nnv be 
“ eubjcct to diva • . oi hv the .Nc«* >o.*k **»t-.k Ercnits.e and ttvit I rr jv »e tw cnnn*mvi.e<1 Jus h...nm*d<»ne 

by or through r « r,»iover airrr tt*c t'rmtnjt *ns#l my em m iyi»unt. c«*ept a* ma* he .wrm.tui by the Excaar.gc. 

(h) I apree f!..*t I a**H rnt (jit a*cen«.*e rtveir*. difreUt* s»r »n*:r-»x4lv (ewm »nv ^-rt.*^ frm corpora* nn or 
•aaouauon. other th^n the rr?m-» r -vni’s r 'irm nr memtvr corporation »ith »hotn I am reJi*»eftd. cn-.penvjuoo 
of any nature. a Nmut. cn—m v. <>n. U*-. ^tjio i\ «e o»l»rr co-. i.lnraliosv. in rannsvuvei »un any teranbee or 
eom m oditita iron vac bon or tranwvbonv eiapt wit > the pnot written convent of u« Evchange 

(i) I will notify the Department nl '!• ndwr F rm* o-omp:!* if dunwg ib< t-mirt of mv employment by the 

applicant mem»et. firm o' cnrpnr.tt.on Ise'rm nvm it I Nyrn'r »nys>*%ed m anv htriravno or if an* j iccrren* are 
found agamvt me. or if n» r« g trab*m o» • *• n*w i.i «ilnrc t.si »rs ec.me or to tuns’iin a* an :n*evL*n«-nt adv v>r 
• ever ref jwt *u*rvn'*-d or r. vowed tu il I 'm n-p* r>fis«»nttJ. »en*s"'*aniv or other ■« ** lm ** I jig or dealinc in 
•ecuntiey nr from lui> t nc at tn iNvoiFvnt .idv -.r t f I an* mntff wmnoikd. arraigned or indicted lor a 
cnmmal oHcr.*r. or d I brvorre involved m t in - gractTdm..« 

(J) 1 agree that anv co'iro*r»** hetween rre ar-t .".nv nygitgr nr merrtvi orfanii^tinn aritirc out of my 
empw)'m»nt or ttie terrvimtmn ol r-* r— j mrrent lv »-d with «u»h merrpwf nr merrlsr c%ar»r. i»on thall 
be h> arhstratior *t the i- .t >nrr of anv such party m arcordame with the Conatitutioo xrd r - re 

thed ohtai mg of the New >o«« *»’<Kk Lx-.fun»e ^ * J l V 

. (n„. L \''Jyu.ic>-y \ 1 \'\L T> _ ^- - 

’ X. // MsmsSCmUsim . t 

Wrtn«i --*^ V< V ^_ 

(trioas B**I Wa *U>» • MOM* ft Us Va •* Uw * 


vk —giyw (<«Hih>(Si««U<kl 


81. To th« hr.t of 'rv linowl. .Iff mil I rlirf ihr mulnljlr iv hniliir » lb ifl» rontlitulinn and Rulci of 
thf Ntw York Slcl I’xhin.-r m>l ihv rulf. {utrn;in|. r.pnlvlnl rr(«»n*nriiiv»», and it fully yuafiH. (i 
for Iht foulto” for n*i.k Iifflu.ilum 4.u m. J t i|{t«t tSa mU.n(tMmiiini* thf approval ol 
the F.*cliani;c. wliirli licrrl.t i« fr.|«i-(cl. I »»>11 n « i-.uifivi (liv rainliil wr in ill* c.ipatlly ilalr.l 

hcrriii ..I l.r-1 rr. rivii.i" ilir ioi*r.. .1 ■ < in. v '. r iaMli"iN. .v.'mjv aa.iv I.* rc mrr.l l>v law 

I HAVE COMMUNlCATl.il WITH Till-' I.AiT f(CflOUS EMVNtOYER OF THE CANDI¬ 
DATE. In S’ 1,1 *••* loll.i«ni|( .(*('. Im-.« lien, iiikvra to anniv i(U aUlrmrntt ronlainnl in 

this S|i(ilivalioit lui m. (C»(n** ol dortmimts ii'iUn* i ia p«*r «MCrit|yiti«n may ht attached). 




e ., X 

~ * V **> 


Vi. (Dattl- S~ 


<S " -V— 

• -w. « *■ • ' • • • r • 


I nw.-W - •• * Of •• • *-• >t« (I (< m* «S 

•« r «*•* • ■••• •• •* »*• mw'im i 




ronM NO rtC-l. APPLICATION for approval o» mploymcnt 

0 

NEW YORK STOCK EXCHANGE 

\ DEPARTMENT OF MEMBER FIRMS 

This page to be Tilled in by apph ant employer organization 
PLEASE TYPEWRITE INFORMATION 


337/9 


'V^ 


If application is incomjiietc it may be returned. 


!•-Gambera,. Robert- 

Lut Niim lint Nin 


J 2 aJts^ori_&_Co J . < .Inc»_ 

Tv bv Employt<i lly 


Uiddl* N.n.« 


sat. L -E^cctrtrr-vo- 

bUrtmc •( Krn(/k*yaivnt 


■fr/V-c? 


455 Capitol flail 

4 .-Sacramento, _ Calif ornia _95814 

L«cati«fi ot OKtev CandiUvtv it u ba Auvntd 


5. (a) -SalicLitiiig.-ol.cormissJLon_±iusines3 

Tub or Po.ition 


6. Type of Approval Requested 


i_aalxi_o f _un 1 i ate d_ s e c urit i e s . 

... m Katur# «f Primary Dutin 

(Buka. Supervisory, Admiautraii««. Back Office, ate.) 


(a) Registered Representative-Rule 345(a), Full Registration. Limited Registration □ 

(b) Supervisory Person—Rule 342(d) □ (c) Supervisory Analyst—Rule 344 □ 


(d) Corporate Officer (Xot a Holder of Voting Stock)—Rule 320 □ 
(Cheek a, h or c also if applicable) 


7. Compensation 


(a) Salary,$___ 

(b) Commission on listed. 


-J'c, unlisted. 


■ Jr, mutual fund. 


(c) Other. If candidate is to participate in profits of the employer organization or any office, 
department of affiliate or subsidiary corporation, give details here__ 


Complete and accurate answers to the questions listed on this application 
form will eliminate del, / anil assist the Exchange in acting expeditiously. 

All time must he accounted for in question 14(a) including all self employment, and showing ,,|1 re. 
idcnce addr. during period, of unemployment. To expedite consideration of this application, if 

possible attach a Ictirr from each employer listed confirming the capacity in which candidate was 
employed, the dates of employment, and conditions under which he left. If self-employed, m licate 
name or trade style, and all addres-cs at which candidate conducted business. Supply names and ad¬ 
dress of reference, for any p< riod of >elf-emp|oyuieiii. :»lv, uiicn.ploy itn nts of f. mouths and over 
If previou. employer .. out oi Ini-rum plei-c indicate, ami supply iiain.es and address oi rcierencc. 
to be contained for \< rilic'.ta.n 

Important: li ■.vn'nl.v h.m ..rvrd with the l*. S. armed l.mr. within the last 10 war., give date., 
liraneh of .«r»ne. r od. ; r r te. i-hn'if:. iti.ai nnmher d; any) and Ijpe «,f di-eharge. A cony of jl.c 
lh.charge I’api r. . . .» .»| . he . 11 :.«!*• 

Inset t C: i!.c 11 V.'hca Complying Next Tage 


<8> 


4 


, K l n- 


I 




TO BE COMPLETED BY CANDIDATE 
(Please Typewrite Information) 




Mr. K5C 

8. \!i» □ Gcmbera J _Pobert_Jjimes— - 9 26^X486 — 

n. •'"»* U (jMt N»m« 1 'tr.t N*»« MU 4 I* Nam 

10 _3227 Minuet-Way-,—Citrus—Heights*—California- 95610^- 

U 'V/l7/2 2 “Ts '36 New York, New_Yor2s (djJJ^A,- 

11. (a-- (C) -cio— .i u s. 


U» Cod* 


(Yn or No) 


D*t« of Dirth 


12. (a)J^rxiod- 

' ’ UariUl SUtui 


(b)_Glenno. J-*.-Couchran-(c). 

If nt*rrir>l. uaukii n»m, or m*i<lrn n«m« of ipouw 


A Du (if oor) 


auriui i . , 

(d) J^ry-Elizab?th Roach— (c, Alfred John Gambera_ 

' 7 Mother • Full Maiden Nnm« 

tional Institutions attendee!: _ ■ - 


\ 


Name and Ad drcti __ 

in_Univ° r s it y_ 

Mew Yo rk___ 

Memorial Hi gh School, 
7 New York_— 

New Yo rk __ 

,ct_Hi_U _-— 

i Manor . New York - 


_ Yn I I Day Of ( Did You 

Mo F, ° ra Yr. Mo. Yr. Counc/Majo f Evening 1 Graduaic | Degre e 


J 9/45. 
;_iz 44 . 
' 9/44 


larketinq 

^ hilosoonv Day Yes 


6/55 


j 6/51 Academic Day _Yej 

General 

6/44_ Grairuner_ Day- 

General 

6/4 5 _G r ammer Day - 


B.S . 


he following is a complete, consecutive statement of my business history for the past ten years: 
“ (Sec instructions at bottom ot first pa^c) 


Reason For 
Lea vine 















TO BE COMPLETED BY CANDIDATE 
(Please Typcwtiic Information) 


DO NOT DETACH 

339/9 


Mr. J$X) 

8. Miss fl Gambc ra, Robert.James_ 


« \iw. fa Gambera. Robert James o 121-26-1486 

U ■'UM Ha-. ~ r.rn N«.~-- - Bo.7b^T - 

10 _ 7227 Minu et W ay, Citrus He ights , California 95610_ : _ 

Horn* AdJir** Sirc-cl City 8UU lip Co4< 

11. (a) 5/19/33_ (b)_36_ (c) N ew Yo rk, New York (,i) U.S .A._ 

DtU of U.rth Ac* PUcc of AJ.rtb Cilicon of U. S. (Y« or No) 

12. (a)Marriecl- 

UinUfl Status 


(b) Glenna J—Couchran_(c). 

If married, maiden name or maiden namo of ipouit 


Alioa (if any) 


(d) Mary E1 i z a be t h _ Ro ac h_ ( e ) S _A1 f r e d.. J o h n_G ciinbejc a 


Educational Institution* attended: 


UuiUt'a lull M.dcu Hum. 


Father*. Kuli N'-na 


Name and Address 


rdham University 


mx, j: ov; York_ 

Lham J V. no rial Hi gh School 

Lhon, Me w York _ 

.'68 


To I - I Day or Did You 

Yr. Mo. Yr. Coursc/Major Evening Graduate 


9/51 


5 


Degree 

B.S. 



L hc'im Man o r, Nov; York 


(a) The following is a complete, consecutive statement of my business history for the past ten years 

(See instructions at bottom of first page) 


From I To 

nth Year i Month Year 


Name of F-niploycr 
Address (Street, Of) and State) 


Position , 

Reason For 

Held 

Leaving 



Glore Forq an Wm. R._ St a at s 
!901 H Street, Sa crame nto, 
jFranc is I. D u Pont &_COj_,_I 



Address 


:b) Home addresses for pa*t ten years if different from Question 10. 

rom | To j Address j From j To ] AdJress 

/68 i Present"in uet Way .Citrus I!lcleflitT j ~C~aTTf orr.in 

/5? 7/68 -j_71Q 0 Rair t reel Dr. , Ci trus'Tlciqhts", California_ 

The i.dlou i'ig i- a complete li-t of all brokers, dialers or bank' with which I am carrying accounts in securities or com¬ 
modities or with which l bate carried 'licit during the pa-t icu years. If none 'o state.-- 

(All account- w itb non mr'uhcr -rcuritie* tiriM- mu-t !><• rl.i-rcD 


"I Present Till Minuet Way, Citrus HoTcjhts; California 
h'J/6 8 " • i 7100 Ra in tree p r. ~, Ci tru s'Tlclghts, Cal iforn ia 


Name and AdJreiv of f irm or It-ink 


I Account I Cadi or I Open or 

L.. .Number , I Margin From. To .-»> <!o-.J 

— ~ i /—' -/-A.. _. 7 ,-s.i.C_.. 


ore Feroan v:m,. R._Stoats, .Inc._.■cxxxr.KKitXH Cash_& .Mgn.J 9 / 64 _ = _ 8 /f .9 C-* - 

ancic I. ru'.’or.t S Co., Inc._../-7 7 /v/r.V/-Cash-|.6/63_-_9/64 .Cl' 

rrill. Lynch & Co._ <Xa\V-C a.sh -_6/62 -_t_J./G 3 Cl— 

I_•_t__i.. 


If mote p: cc Is needed lor any of the above questions. c.tt.ieh separate sheet in duplicate. 




























THE TEN YEAR LIMIT DOES NOT APPLY TO THE 
FOLLOWING ITEMS THROUGH NO. 29 


3404 


16. (a) llavc you ever been registered as a representative of a member of the N.A.S.D.? YesjQ No Q 

(b) Are you presently employed by a member of the X.A.S.U. other than the pre¬ 
sent sponsor? . .■. Yea □ NqXKJ 

If "yes', rivc name, address and position held__ 

. (c) Have you taken the N'.A.S.L). examination for registration? _ . Yesvfv} No n 

If "yes", on what date ?_3/6 3-_Grade: Pi _** 

17. (a) Are you at pre-ent engaged in any other business, either as a proprietor, part¬ 

ner, officer, director, trustee, employee or otherwise? . . Yes Q Ncj^jjj] 

If "yes", give details, including name and address, your title or capacity, 
nature of business, duties, compensation received, time spent, etc__ 


(b) Do you currently hold an insurance license?. 

If "yes", give statc(s) where license 3_ 

(c) Do you currently hold a real estate license?. 

If "yes", give statc(s) where licensed_1_ 

1$.. I am at present cmplovcd by: 8/14/69 

-Wal.Sj.QD & Casing. , 45 5 Ca pito l Man f Sac ramonfo, 

(Name of employer, business and ataritnc date of seek employment) 

19. I have been bonded by (specify bonding company, amount, and whether cur¬ 
rently in cncct)-Cdrrp.nt-.ly_th£i fidelit y & Cnr.nnlt-y Go. of 


Yes □ NcX£C] 
Yes □ NqXH 


California 

95814 

New York. 


20. (a) Have you ever been refused a bond by a surely company? .*. 

(b) Has any surety company paid out any funds on your coverage?. 

If answer to either (a) or (b) is “yes", attach details. 

21. (a) Have you ever been a member of any stock exchange, commodity exchange, 

or registered association of security or commodity brokers, dealers, invest¬ 
ment hankers or investment advisors? .*.... 

If "yes", give namc(s) and dates__ - _ 

(b) Arc you at present a member of any such exchange or registered association? 
If “yes", give name(s ).___ 

22. (a) Have you ever been suspended, expelled, fined, censured or otherwise disci¬ 

plined by any regulatory body or b> any exchange or association: or ever been 
, refused membership therein; or ever withdrawn your application for such 
membership? ..'. 

(b) Have you ever been associated with any organization, as a director, control¬ 

ling stockholder, partner, officer, employee or other representative of a broker- 
dealer which ha> been, or a principal of which has been, suspended or expelled 
from any exchange or registered association, or was refused membership 
therein, or withdrew an application for membership: or whose registration as 
a broker-dealer with the S.K.C. or any State or agency has been denied, sus¬ 
pended or revoked? .... 

(c) Arc you now subject to an order of the N'.A.S.I).. any national securities ex¬ 

change or S.K.C. which revokes, suspend.' or denies membership or registra¬ 
tion? . 

(d) Have \oti ever been named a< a "cause" in any action mentioned in the pre¬ 
ceding questions taken with respect to a broker-dealer ? .. 

(e) Have yon ever been enjoined, temporarily or otherw ise from selling or deal¬ 
ing in securities or commodities or from functioning as an investimnt ads isor ? 

(f) I lav e \ou ever hern a principal or employee of any corporation, firm, or associ¬ 
ation which was enjoined temporarily or otherwise from soiling or dealing in 
securities or commodities or from functioning .i' an investment advisor? 

2.V If answer to questions 21 (a), (b), (c), (d). (r) or (f) is "yes", supply following 
information: • • ; 

Nature of stub action: Revocation_Expulsion___ _ 

Suspension___Iujunction____Other_ . . 

Action taken l»\ __Dale of such action ___ 

If suspended, gn e dale of ter in in.it ion of ti'peio ion ____ 

N'ai ieoihr"|.t r d<. h r -uhu et to »iie1i oid*T __ ______ _ ___ __ 

Nature of your affiliation with -ncli hr.*!.. r-d-nlcr ______ _ 


Yes □ NckS 
Yes □ Ncx3 


Yes □ 

Yes □ N>xj3 


Yes □ No*£) 


Y« D Sag 
Y « □ N r °xfD 

Yes □ N'oj£T) 
Yes □ Xerfg 


VesQ Xojg 


I 


i 















24. Have yon ever been r< gistrred or licensed In sell or ileal in securities or commo<l- ^ 

' •itie*« or to fiiytiim a-, an investment ailvisor by any Federal or State agencies? ... Ycs)Q No Q A 

If "yes”, (five ill (ails below. 



Federal or 
Stale Agency 


From/To 


Gloxc. roxgan-l.’in. _E^_Staats.,__In< 
Fran cis_L.—DoEont— L —Cq._,—I nc.— 


Cheek If 
Currently 
Effective 


IF ANY OF THE FOLLOWING QUESTIONS ARE ANSWERED "YES” 
ATTACH SEPARATE SHEET IN DUPLICATE WITH EXPLANATION 

25. In your previous business connections or employment in any capacity, have trans¬ 
actions uniler your attention ever been the subject of complaint or legal proceed¬ 
ings. or have you ever, because of dishonest or unethical acts alleged to have been 
committed by you, (a) been discharged or requested to resign by an employer, or 
(b) otherwise severed your business relation with any person? If “yes”, give 

names, dates ami other details. . . Yes 0 

20. Have you or any firm, corporation or association of wlrich you have been a prin¬ 
cipal ever failed in business, made a compromise with creditors, taken advantage 
of the Haiikruptcy Act or Exemption Law or pleaded the Statute of Limitations? Yes □ 
If “yes", give names, dates, nature of action, locatiu'n and disposition. Attach cer¬ 
tificate of discharge in bankruptcy if available. 

27. (a) lla\e you ever been arrested, summoned, arraigned or indicted for any felony 
of anv kind, or for any misdemeanor or otTcnse, other than minor traffic viola; 

tious? ....* 

If "yes", give details, including state, court and docket number, if any. Yes □ 

(b) Have you ever been convicted of a felony of any kind, or of a misdemeanor 
involving embezzlement, fraudulent conversion, misappropriation of funds, 
abuse or misuse of a fiduciary relationship, or a purchase or sale of any security 

arising out of the conduct of a broker-dealer? . Yes 0 

If “yes", give details, including state, court and docket number, if any. 

(c) Have ym: ever Lent associated, as a principal or employee, with any organiza¬ 
tion which has ever been, or a principal of which.has ever been, convicted oi a 
felony of any kind, or of a misdemeanor involving embezzlement, fraudulent 
conversion of funds, abuse or misuse of a fiduciary relationship, or a purchase 
or sale of any security arising out of the conduct of a broker-dealer? If "yes", 

give details ....... Yes 0 

2S. Are you at present, or have you ever been, involved in any litigation, including 
any suits, liens, judgments or other actions to which you have been a party, 

whether you appeared in court or not? ... Yes 0 

If “yes”, give details, including, state, court and docket number, if any. 

29. Have you over been known personally by any other name, or have you ever con¬ 
ducted business or carried brokerage or bank accounts in any other name than 

that shown in questions 1 and al ovc? - . Yes 0 

Xante, if "vcs”.- 


Yes 0 Xo)C2 


XoX2! 


Yes 0 X<XZ] 


Yes O XiKJC 


Yes O X. X a 


Yes 0 XiXSl 


Yes 0 XiX0 


THE FOLLOWING SHOULD EE READ VERY CAREFULLY BY THE CANDIDATE 

0. I hereby certify that l have read and understand the foregoing statements and that each of mv re¬ 
sponse* thereto is true anil complete, and that the re-ponses in any and all prior applications tiled 
with the'Xew York Stock Exchange wire true and complete. In coit-aicralioit of the New York 
Stock Exchange's receiving and considering this application 

f.i) | a itl»>ri‘c ami roiiir-t anv and all of my former ctn|dnyer* and any oilier person to fiirnidi to tliv 
N'cn York St* k t xv It in v any iim ■rinatimi tiiey may luie cm;.. tiling my vli.ir.,* I. r. .d*dily. Ini - n:».utilities and 
rv|>!it.iti.Hl. Ii'uillur u It la. Ill tl.Cl.i V ■ I I* ■iinvr • lilt ••• >vr*. a III-tot? m> i mpini uni.: I>) tin 111 .ml l'..c rijnni t,.f 
tlie It iimiialm.i ilu ■« • >i; and I Inr.he r.Va.e i.nli -neli tii| , l..yer and i.-ali Midi .''hi; inr-.ai ir. in any and all 
liatiilili ul ttlial- n ver n.il.ir. In ii.i-.ii i.l iiiiii -'niiS .mil me rmala u l.i ll.e Yen \«.rk >tuvl» l .celneee 

llil I anlls ri.e tin- Nm Y'.fk Si,.. !* I'mIi.iiii i i.i m.iVe ai.nl Mr l., .my |.r...|iyetivy r.ii|>'..t« r. or In any 
I'Yd. ral. Slat. ,.r Miii it. i|..tl .lenin. auv I'linrii'ati. n it III.O li ne imw eimm: i e. and I Inril-y r.l.a-e the Xeie Yi>rli 

Sl.«!. |'\» li.li e 11 mil any an I ill |i il.itit v nl »li it . r n.iiii •• In r.Jsii nl Itnnidmij «n. Ii ..mat mil. 

Il l I a :ne lti.it llie d.. i.i. 11 ..| tin N'eie Ynfk **t. ck I wl ince a. In I'm rend!, nl ai e i e.iiinn ili. ii. it may 

r,t|i 11 ,i i'i.' |n t.il.e u til m; .,,•■•! I In in a. I.r if. .1 I lit *' / , . n. i ’S ' 1 ■. ' /*• /'I, ft ii„,/i. a ft. . •'* >1 f* r in I, r 
Kill, ,| 11 | ,*> i f it-.' /.’’sir./ >'l I..*' i’.i 'tt .i« ••.■in 111111* In .*i mC .*i:n'*nl,V. il. in tin* ■ •JHillmi ,.| i!te | ,\.|i. ll,c. t 1 la \ c 
III if : .i.d ,ni\ j.t.M t ii id i!« k i it tii is. »i < r .»!i\ • t* • Ii i •••%% ru* i %. 

(•) \i. V»U'l his mi l it u"r»tnuiit« unit ilu* I \* ..iiit’i, 

(,l| m «-|i % it-**n«« i*< • l* • ll«« I vi'miii e: t*r 

{ 4 I In . it i iii.t % ill * i .i • I fiimiMdinl u • Ii | ii *f .ii»*l tv 5 I |»* i»u i; !• "I 1 1 V, (it i .»•! . *U 'f ::.l ilt.il I»j t't’ 
i»n« i* ! m» .«* |* i • i l' I *»! !»• » . i i ii*» » • ! I • • •• * • • *ImJ , i l 'Vi | 

« «| | I || tk . |« |‘m* I . «l *|t I , Ml dl l Id I * t'l I 1 " » »m| t •*«*• 11 ■ tin \l U Vtt|l* M'tl. r.S.ltd'.f 

.'•III, 11 ||'|»| .•%* I I M. II l»% I , ' '• nil •• d III iltl !•.!..«* ..I !» • • » I •- *.«• «l 1*1 * \ » • ‘ ♦* 

' • .i \ ..*i *• • i %. t it* • ii ••**»« I' a• i ■ i ii • i ■>. • • • • • •• *•••-• i '• * • '(i*t. .it i| i*» .i.l init« .hi*. i» 
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31* Kiirthcr, and in rnusidrratioii of the NVw Vork Slock Exchange'.* a|i|irr»vi»|» this application, I sub- ^ QJi Jb 
mit myself to the jurisdiction of such KxcliaiiMi', .mil I a^rrr as follow*: ^ 

f*) That l uill m>t guarantee to my employer nr to any other rreilitnr carrying a customer'* account, the 
payment of the debit lei lance in such account, without the print written consent of the Exclungc. 

fb) 1 hat I will not cieir.iiitcc any customer against lost in hi- account or in any way represent to any customer 
that 1 or my employer will guarantee the customer again-t sutli ln,sc>. , 

(c) That I will not take or receive, directly or indirectly, a share in the profits of any customer's account, or 
share in any losses sustainc*' in any such account. 

(d) That 1 will .sot make a cash or margin transaction or maintain a cash or margin account in securities or 
Commodities, or have any direel or ii:>lir<et Im inci.il interc-t hi -mil a trail-action or account, except ctith a member 
organization or with a hack. I utidcrsiai-d am! agree that no sis li Iraiis.ietiou may he effected and tin such account 
may lie maintained without t< e |irior con-cut of my employer. and that except tor Monthly luvc-timnt Plan trans¬ 
actions siii It employrr must rc ceise prom, (ly. directly from the carrying memlw r • •r-.runitnlion or hank, duplicate 
copies of all continuation- and -i.<lenient s relating to such trail-action* nr account. I further understand and agree 
that 1 -hall receive no cniiipc ii-atic.-i for Commissions or profit- earned on any transaction or account in which 1 
have a direct or indirect tm.ciid.il interest, except with the approval of my employer ami in accordance with the 
rules of the Exchange. 

(e) That I will not rebate, directly or jnlircctly, to any |*cr-on. firm or corporation any part of the compensation 
I receive as a registered emplnvce, and I will not pay such compensation, or any pail thereof, directly or indirectly, 
to any per-on. firm or corporation, as a bonus, commission, tee or other consideration, for business sought or procured 
for me or fur any member ur member organization of the Exchange. 

(f) That at any tin e, up-in the rcipie-t of the Department of Mwuhs-r Firms, or of any Committee or other 
Department of the New York Stock- Exchange, 1 will appe ar Ik Ion- -uch Committee or Department and give evidence 
upon any subject under investigation by such Committee or Department, and that f will produce, upon request 
of the Kxchauge, all of my record* ur documents relative to any inquiry being made by the Exchange. 

(«) I understand that any chances in compensation in any form, or additional cuui|K-nsation in any form, may be 
subject to disapproval hv the New York Stock Exchange, and th at I may not be coiuiK.-nsated for business done 
by or through my employer after the termination of my employment, except as may be permitted by the Exchange. 

(h) 1 agree that 1 will not take, accept or receive, directly or indirectly, from any person, firm, corporation or 
association, other than niv employer, compensation of any nature, as a bonus, commission, fee. gratuity or other 
consideration, in connection with any securities ur commodities transaction or tranactions, except with the prior 
written consent of the -Exchange 

(i) I will notify the Department of Memlvcr Firms promp 'y if. during the tenure of my employment, I become 

involved in any litigation or if any judgments are found against me: or it my registration or license to sell or deal 
in securities or to function a- an inve-tment advisor i> ever refused, suspended or revoked: or if I become enjoined, 
temporarily or otherwise, from -clinic or dealing in securities or from functioning as an investment advisor: or ii 
I am arrested, summoned, arraigned or indicted for a criminal offense; or if 1 become involved m bankruptcy pro¬ 
ceedings. * 

(j) ! agree that any controversy between me and any member or member organization or affiliate or subsidiary 
thereof ari-uic out of my employment or the termination of my employment shall be settled hy arbitration at the 
instance of any such party in accordance with the arbitration procedure prescribed in the Constitution and rules 
then obtaining of the New York block Exchange. 

(k) If the N'cw York Flock Exchange, during the period of 30 days immediately follovting termination of my 
employment, gives me written notice that the Exeliaugc is making inquiry into auv speeified matter or matters 
occurring prior to termination of .-licit employment. I agree that I will thereafter comply with any reque-t oi the 
Exchange lor me to apjH.ir and te«lil’y. solum. rconrd-. rc-i«Mid to written req-n-ts, attend hearings, and accept 
disciplinary charges or poua’tics with respect to the matter or matters specified in *-jch notice in every respect in 
CiHiforniame with the t ou-fttulinn and Knle- and pract.ccs of the l-.xeliuiigc in the same manner and to the same 
extent as required to do if I I- id rent lined an employee, li I rein-e t-> accept such written not-re or. having been 
given such notiec. refu-cor fail l» comply with auv sutli request of the Exchange. I .vice that siisli rriu«al or failure 
may, in the di-ervti.n of the Exchange, act as a bar to lutine Exeli.ingc approval of my employment until such 
time as tin- Exchange lias cmrplctcd investigaliou into the matter or in alters spvcifit'' m sixth notice; has determined 
a penalty, if any. In he inijKi-td against me; and until the pumlrv. ti any. has Ikcii t.nrie-ltint. 

)(\ \ \ V.\ \ 


r> (W JvT 2 ' 1 161 

6 W ' ^ 


33. Witness_ 


.V-k< - 





-c. _ C X 


(.Sfynat jrc of CaruMite) 


(Wilntti mutt be eillu-r a partner of th« fnm, officer of the corporation, branch office manager, or authorized vmplsjiec. 1 ’Uhm* indicate obirh I 


TO BE COMPLETED BY MEMBER ORGANIZATION 

34. To tlu- lu-sl of my knotvltil^c ami belief tlu- candidate at time oi approval will lie familiar w ith the 
Constitution anil Rules of the N"«-w York Slock ! vilvutge ami tlu rules tpivernin;; re;;islcrcd rcpic- 
sv...alive-, ami w ill lu-fitllv i|ttaiilieil i..r the po-iliott for which application herein i- made. I atjree 
that nolw itlisi.iinliit-; the approval ol the I'xchau-gr. >w liieh hereby is ropicstcd, I will not employ 
the eaudid.iti in the cap icily -(.tied In rein w itli-nil Iir-I t.i eeiv 111-4 tin- approv al of auv *late .niilior- 
ity which in i v In reipt’rid hv law Tlii- memlx r '>r*: mi/t!u»ti hi. cumuuiiiicatcd with a!! the pre¬ 
vious employ I r . of the eaiididate dinim* the pa-t three years, a- »» t forth below: 







Employer 


Name and Position of 
I'crtun Conuiud 


Employed 

From/To 


Contact by Telephone. 
Letter oe Interview 

















r 


a* «>B 


EXHIBIT N 

PORTION OF NYSE CONSTITUTION 

New York Stock Exchange—Constitution 


Withdrawal of privilogo 

A majority of the members of the Board present at a meeting of the 
rd may withdraw such privilege for any cause or without cause. 


Board 

Amendments. 
December 2. 1965. 
Kerch 26,1970. 

Adopted March 1, 1972. 


f 1415 


Alternates on Floor During National Emergencies 

!u r? he , Board ° f Directors by the affirmative vote of two- 

^memhlr v C h D,rC r 0rs pr , esent . t mee,in S of the Board - on the request’of 
a member who, in time of national emergency for this country, 

. (a) is on active duty in the armed forces of the United States, or 

' ’ }u °a aC,ivc du, y ,hc armcd for «* any nation or State which 

u then allied or associated with the United States, or 

.(c) is engaged in any public service incident to the national defense, 

’“ij” g encra » partner of such member or a holder of voting stock in the 
E corporation ,n which such member is a holder of voT.ng stock to 
fc* a ? d . S,f p d ° f such m cmber the usual business of such 
to n f 5* Exchan « e - und er such terms and conditions and 

bv anv aUerna? ^iPk^ T r pr ” Cr . ,br Evtr y contract made on the Floor 
bl r shall have the same torce and effect as if it had been made 

U acting .Lll u' S actm ^ and 3 ™mber for whom an alternate 

is acting shall be hable to the same discipline and penalties for any act or 

omission of such alternate as for h.s own personal act or omission 
W '-owal of privilege 


.. ~.*‘ w Bca ' d of Directors may, by the affirmative vote of two-thirds of 

the Directors present at a meeting of the Board, withdraw such privilege for 
any cause or without cause. ,. _ . f . *> c ‘or 

• 1 . . 7 1 f . 


... 


•*. .* 


Deleimirtotion of existence of notional emergency ’ 

a naiTnn a ?? ard ° f Dirc . ctcr ? sha11 from time to time determine whether or not 

Section anJThTfh Cy * C ° Un,r> ' CX,Sts w,lhm ,he contemplation of this 

!i^ e n«Cnent h h ° T * 8 ' VCn act,v,t > r »* within its provisions. 

Adopted March 1. 1972. 

. 1* 

ARTICLE X . 

Dues and Fines—Charge on Net Commissions—Other Charges— 
Penalty for Non-payment 


Dues 


1 1451 

Amount fixed by Boord of Directors > - ' , ... , <i , 

*7 Th . C d r cs pa >' ablc bv a member of the Exchange, exclusive of 
^ cs and of such other charges as may be imposed pursuant to the Constitu- 

ilrt.K 5 1451 
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tion and of contributions under Article XVI, shall be fixed by the Board of 
Directors from time to time and shall not exceed One Thousand Five Hun¬ 
dred Doha's in any calendar year. 

s • • 

When payable 

The dues shall be payable in advance on January 1, April 1, July 1, and 
October 1. 

The amount of each installment shall be determined by the Board of 
Directors at least three days before the date on which the same is payable. 

Exemption to members in aimed forces 

The Board of Directors may, on the request of a member who, in time 
of national emergency for this country, 

(a) is on active duty in the armed forces of the United States, or 

(b) is on active duty in the armed forces of any nation or State which 
is then allied or associated with the United States, 

and who, in the determination of the Eoard. is not able to avail himseii of the 
privileges provided in either Article IX. Section 15 or Article XV, Sections 11 
and 12, exempt such member from the payment of dues, under such terms 
and conditions and to such extent as the Board may prescribe. 

. . *»i 

Determination of existence of national emergency 

The Board of Directors shall from time to time determine whether or 
not a national emergency for this country exists within the contemplation of 
this Section and whether or not a given activity is within its provisions. 

Allocation of dues 

* • .. .... V . %••• et.r nnrf# 

iuc uuo 40. Cacti v^uatut wi. a. • • j - *•••- •• * *•* 

one of which shall constitute the member’s contribution to the current ex¬ 
penses of the Exchange for the quarter, as estimated by the Board, and the 
other of which shall constitute the member's contrib rtion for the quartet 
towards the capital investment of the Exchange, which shall include advances 
to its subsidiaries to cover capital expenditures. 

Amendment 

January 4. 1962. effective April 1, 1963. , 

Adopted March 1, 1972. 


1 1452 Charges - 

l *• 

On n«t commijt’on* 

Sec. 2. The Board of Directors may. from time to time, fix and impose 
a charge upon members, member firms ar.d member corporations, measured 
by their respective net commissions on transaction^ citcctcu on the floor of 
the Exchange. Except as permitted by Sections 6, 9 and 11 ot this Article, 
the amount of such charge with respect to any transaction shall not. in any 
ca«e, exceed one per cent of the dilicrencc between the gross commission 
chargcJ by the member, member firm or member corporation on account cf 
such transaction an.l the commissions payable by such member, firm or 
corporation to other members, incniocr nrr.is or member corporations on 

^ 1C52 Art. X © 1972. Commerce Clearing House, Inc 
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account of such transaction. Such charge shall be payable at such times and 
•hall be collected in such manner as may be determined by the Board. 

On odd lot purchase or tala 

The Board of Directors may. from time to time, fix and impose a charge 
upon member*, member firms and member corporations measured by their 
respective odd lot purchase and sales transactions as odd lot dealers on the 
floor of the Exchange. Except as permitted by Sections 8. 9 and 11 of this 
Article, the amount of such charge shall not exceed *sth of one cent per 
share on any odd lot purchase or sale. Such charge shall be payable at such 
time and shall be collected in such manner as may be determined by the Board. 
Amendments. 

• * March 29. 1956. : 

July 39, 1964. .... .. : . »\. ' * 

Adopted March 1, 1972. 

*•» *"•••• •- i • , , 

• * * • 

f 1453 Other Charges or Fees 

Sec. 3. In addition to the dues and charges provided for by Sections 1 
end 2 of this Article, the Board of Directors may, f-oin time to time, fix 
and impose other charges or fees to be paid to the Exchange by members, 
member firms and member corporations for the use of equipment or facilities 
or for particular services or privileges granted. 

Amendment. .• . ,* - . - ; 

Adopted March 1. 1972. : 

f 1454 Dues on Transfer of Membership < • 

Sec. 4. When a membership is transferred, the transferee shall pay to 
the transferor on the date of transfer the unexpired portion of the dues for 
the current quarter. , .. . 

Amendments. r * 

; January 4, 1962, effective April 1,1963. ... .. 

Adopted March 1, 1972. ... , < . . 

• • * ; . • 

f 1455 Penally' for Non-payment 

Sec. 5. A member who shall r.ot pay his dues, or a fine, or a contribu¬ 
tion under Article XVI, or any other sums due to the Exchange, within 
forty-five days liter the same shall become payable shall be reported by 
the Treasurer to the Cha'irmar of the Board and, after written notice mailed 
to him of such arrearages, may be suspended by the Board oi # Directors 
until payment is made. 

Should payment not be made within one year after payment is due. the 
membership of the delinquent may be disposed of hv the Board, on at least ten 
days’ written nmiec mailed to him at his add re'S registered with the Exchange. 
Amendment*. 

January 4. 19 0 2. elT.rtivc April I, 1963. 

Adopted March 1, 19/2. 


Nr* York Sleek Exchange Gude 


Art. I! ! M53 


* 



i 


» 

I 

i 





PLAINTIFFS' INTERROGATORIES TO BROKER DEFENDANTS 3*0 A 

UNITED STATES' DIS‘. 1 ICT COURT NOS. 7, 8 AND 9 

SOUTHERN DISTRICT OF NEW YORK 



L. JOHN JACOBI and 

• 

EUGENE GEISZ, etc., 


Plaintiffs, 

-against- 

: 70 Civ. 3152 

BACHE & CO., INC., 

ct al, 


Defendants. 



PLAINTIFFS ’ 

INTERROGATORIES TO !) PENDANT 


7. Set forth the basis of compensation, including 
commission rate or salary rate, which you paid to the securities 
representatives (registered representatives) employed by you as 
of September 1, 1969. 

8. State whether the basis of compensation, including 
commission rate or salary rate, which you pay to the securities 
representatives (registered representatives) employed by you was 
changed or altered in any respect subsequent to September 1, 

1969. 

9. If your ansv/er to Interrogatory No. 8 is in the 
affirmative, set forth the date of each such change or altera¬ 
tion, and the nature o: each such change or alteration specifying 
the basis of compensation, includ ng commission rate or salary 
rate, in effect after said change or alteration was put into 

effeet. 














Answers to Interrogatories of 
Bache & Co., Inc. 


Interrogatory 7 - Sot forth the basis of com¬ 
pensation, including commission rate or salary rate, 
which you paid to the securit.es representatives 
(registered representatives) employed by you as of 
September 1, 1969. 

Answer - As of September 1, 1969, Bache com¬ 
pensated Registered Representatives in its employ on a 
commission basis, calculated as a percentage of the 
gross commission received by hache for the execution 
of purchases and sales of securities and com¬ 
modities by each Registered Representative. The 
following annual commission rates were paid: 

1. Listed securities, over-the-counter 
transactions, a id commodities _ 

$ 1 to $29,999 39% of Gross Commissions 

$30,000 and Over 3 )-l/3% of Gross Commissions 

(Plus a special $1000 che * representing 3-1/3% of 
the first $30,000 of gross commissions produced dur¬ 
ing a calendar year, after this level was attained) 

2. Mutual fund sal es 

$ 1 to $2,499 4 9 \ of Gross Commissions 

$2,500 and Over 50* of Gross Commissions 

(Plus a special $125 chnc*'. representing 5% of the 
first $2,500 of mutual fu ids gross commissions pro¬ 
duced during a calendar year, after this level was 

attained) 



-MU 


. Interrogatory 8 - State whether the basis of 

compensation, including commission rate or salary rate, 
which you paid to the securites representatives(registered 
representatives) employed by r ou was changed or altered in 
any respect subsequent to Sep ember 1, 1969. 

Answer and Objection - Bache did not reduce any 
generally-applicable rate of compensation for registered 
representatives between Septeiiber 1, 1969, and the date of 
the filing of the complaint in this action. Bache objects 
to inquiries concerning changes and alterations in its 
compensation system which either did not occur within this 
period or which do not constitute general reductions in 
commission rates such as thos'* alleged in paragraph 18 of 
the complaint, because these natters are irrelevant to the 
subject matter of the complaint. 

Furthermore, inquiries into changes and alterations 
in compensation not constituting the purported commission 
reduction alleged in the comp aint call for confidential 
information of Bache, which i.; irrelevant to the action but 
which might perhaps be valuab e to Bache's competitors. 

Interrogatory 9 - If your answer to Interrogatory 

No. 8 is in the affirmative, set forth the date of each 
such change or alteration, and the nature of each such 
change or alteration specifying the basis of compensation, 
including connussion rate or ;alary rate, in effect after 
said change or alteration was put into effect. 

ft 

A nswer and Objecti on - Bache repeats its answer 
to Interrogatory 8 and object ; to Interrogatory 9 on the 
same grounds stated for its objection to Interrogatory 8. 



*ers to Interrogatories of 


Walston & Co., Inc. 


INTERROGATORIES 1. 8 and 9 


Jet forth the basis of compensation, includ- 
>nunission rate or salary rate, which you paid 
» securities representatives (registered rep- 
:atives) employed by you as of September 1, 


Jtate whether the basis of compensation, 
iing commission rate or salary rate, wnich 
iia to the securities representatives (regis- 
repreisentatives) employed by you was changed 
:ered in any respect subsequent to September 1, 


[f your answer to Interrogatory No. 8 is in 
ffirmative, set forth the date of each such 
i or alteration, and the nature of each such 
i or alteration specifying the basis oi comp- 
Lon, including commission rate or salary rate, 
:ect after saio change or alteration was put 
sf feet. 


OBJECTION 


ght of Walston'8 Answer, already before tae Cour 


r during the period of the alleged conspiracy 
alston reduce commission rates paid its 
i .ies representatives. In fact, Walston has 
hanged commission rates paid its securities 
sentatives since 1965." 


ow become irrelevant. In addition, since data 


uested here is confidential and thus of potentia 


n's competitors — many of whom are 


action -- and since these queries necessarily 


erits of this proceeding, Walston objects 


ground that disclosure at this time is pre- 


e ability of these plaintiffs to adequately 


ass, as well as their standing to sue, is 


Answers t 


Thomson & M 


Oblectic 


The essentJ 


systam for registered 


1, 1969 is as set fo 


Insofar as 


cerning specific ind 


however, it is irrel 


this action--an alle 


all registered repre 


tion of this nature 


be valuable to Thoms 


Object! 


Thomson ha 


of compensation for 


September 1, 1969, a 


in this action, eith> 


ferred to in Paragra 


Thomson objects to i 


occurred after the c 


irrelevant to the su 


mined. 
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o Interrogatories of 
cKinnon Achincloss, Inc. 


>n 


to Interrogatory 7 


.al structure of Thomson’s compensation 
I representatives in effect on September 

rth on Schedule A attached. 

Interrogatory 7 seeks information con- 
ividuals' salary or commission rates, 
evant to the purported subject matter of 
ged uniform rate reduction applicable to 
sentatives. Furthermore, detailed infornja 
has not been made public and might perhapjs 
on's competitors. 

ons to Interrogatory 8 

s not reduced any generally-accepted rate 
registered representatives between 
nd the date of the filing of the Complain 
er by lowering any commission rate re- 
ph 18 of the Complaint or otherwise, 
nquiries concerning events which have 
ommencement of this action as being 
bject matter of the Complaint. 
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Answers to Interrogatories of 
Hornblower-Weeks Hemphill, Noyes 

Interrogatory No. 7 

Set forth the basis of compensation, including commission 
rate or salary rate, which you paid to the securities 
representatives (registered representatives) employed by 
you as of September 1, 1969 . 

Answer to Interrogatory Mo. 7 
As of September 1, 1969 , generally applicable coirunission 
rates for individuals employed by Horntlower & Weeks- 
Hempriill Noyes as registered representatives on a commission 
compensation basis were the following: 

(a ) 33 - 1 / 3 ^ credit on all agency transactions 

up to $ 29,000 gross commissions per annum and 39 /° 

credit on all agency transactions over $ 25,000 gross 
commissions per annum; 

(b) of the sales credit on transactions in 
which Hornblower fz Weeks-Hemphll 1, Noyes acted as 
prlnc J pa 1 ; 

(c) 5 Q$ credit on the allowance to dealers on 
transactions in mutual funds. 

Credits on principal and mutual fund commissions are not 
counted In the $ 25,000 gross commissions per annum on agency 
transactions. [Jo commissions wo rc- paid on trades of $10 or 


unde r. 




( 
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There is no structure* salary rate for registered 
representati ves. 

Interrogatory No. 7 is irrelevant to the purported 
subject matter of tlis action insofar as it seeks infor¬ 
mation respecting salary or commission rates for specific 
individual registered representatives. Moreover, informa¬ 
tion concerning such salary or commission rates ha3 not been 
made public and would be of value to Hornblower k Weeks- 
Heinphill, Noyes competitors. To this extent Hornblower < p .- 
Weeks-Hernphill, Noyes objects thereto. 

Interrogatory No. B 

State whether the basis of compensation, including com¬ 
mission rate or salary rate, which you pay to the securities 
representatives (registered representatives) employed by 
you was changed or altered in any respect subsequent to 


September 1, 1969. 


Yes. 


Answer to Interrogatory No. 9 


Interrogatory No. r ) 


II' your answer to Interrogatory No. >9 Is In the affirmative. 


set forth the date of each such change or alteration, arid the 
nature of each such change or alteration specifying the lasis 
of compensation, including commission rate or salary rate, in 
effect after said change or alteration was put into effect. 


4 


1 
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Answer to Interrogatory Ho. 9 
On January 30, 1970, Hornbiower & Weeks-Hemphill, Noyes 
raised its minimum commission charge on all trades, witi 
certain exceptions, anri its bond commission rate ef(*ecl v< 
with trades of February 20, 19/0 that were to be settled c: 
March 1, IQ■''0. The coimnissions paid for registered repre¬ 
sentatives were also changed at this time so trat "commission 
salesmen received credits on all confirmations carrying 
commissions or sales credits of $15 cr more, but did not 
receive credits on agency confirmations carrying commissions 
of less Uan $15 (except on mutual fund programs where the 
invest.aent created a credit in excess of $2.00) or on prin¬ 
cipal transactions carrying sales credits of less than $ 15 * 

On April!/', 1970, Horntlower & Weeks-Hernphlll, 

Noyes lowered its minimum commission charges on all listed 
stock transactions to the New York Stock Exchange m'nlmu.i 
commission rate and, at the same time, changed the commis¬ 
sions paid for "commission" salesmen so that such salesmen 
received credit on all confirmations carrying commissions 
or sules credits of $6.00 or more. The generally anplicai !e 
commission rates for Individuals employed by H^rni.lower '> 
Weeks-Hemphl 11, Noyes as registered representatives on a 


commission compensation laris, however, 


remained the same 


that delineated in the answer to Interrogatory No. 

Interrugatory No. 9 Is Irrelevant to tie p 
subject matter of this action insofar as it rc< ks 


7. 


. rported 
1 nfi ■■ a t' 


j! t 
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respecting chances or alterations In salary or commission 
rates for specific Individual reclstered representatives, 
and Ilornl lower t: Weeks-Hemphill, Noyt* 5 objects thereto. 
Moreover, Information concerning, sucl salary or commission 
rates has not teen made public and would be of value to 
Horntlower S- Weeks-Hemphill, Noyes competitors. To this 
extent, Horntlcv.’er & Weeks-Hemphlll, Noye3 objects thereto. 
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Answers to Interrogatories of 
Loeb Rhoades & Company 


INTERROGATORY 7 : 

Set forth the basis of compensation, including com¬ 
mission rate or salary rate, which you r aid to the securities 
representatives (registered representatives) employed by you 
as of September 1, 1969 * 

ANSWER: 

See Exhibit 9A. 

INTERROGATORY 8 : 

State whether the basis of compensation, including 
commission rate or salary rate, which you pay to the securi¬ 
ties representatives (registered representatives) employed by 
you was changed or altered in any respect subsequent to Sep¬ 
tember 1, 1969 * 

ANSWER: 


Yes. 




Zs~r/o 


INTE R ROGATORY 9 : 

If your answer to Interrogatory No. 8 is in the 
affirmative, set forth the date of each such change or altera¬ 
tion, and the nature of each such change or alteration specify¬ 
ing the basis of compensation, including commission rate or 
salary rate, in effect after said change or alteration was out 
into effect. 

* 

ANSWER: 

See Exhibit 9A. 



















Answers to Interrogatories of 
Tucker, Anthony & R. L. Day 

INTERROGATORY 7: 

Set forth the basis of compensation, including 
commission rate or salary rate, which you paid to the 
securities representatives (registered representatives) 
employed by you as of September 1 , 1969. 

OBJECTION: 

Ihe method of compensation in effect on September 
1, 1969 used by Tucker, Anthony & R. L. Day for registered 
representatives was thac a certain percentage of the gross 
commission on a securities transaction received by Tucker, 
Anthony & R. L. Day was paid to the registered representative 
who executed the transaction. Tucker, Anthony & R.L. Day 

objects to Interrogatory 7 insofar as it seeks information 
concerning specific individuals' salary or commission on 
the grounds that this information is irrelevant to the 
purported subject matter of this action — an alleged uni¬ 
form rate reduction applicable to all registered repre¬ 
sentatives. Furthermore, detailed information of this 
nature has not been made public and might perhaps be valu¬ 
able to Tucker, Anthony & R. L. Day's competitors. 
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INTERROGATORY 8: 

State whether the basis of compensation, includ¬ 
ing commission rate or salary rate, which you pay to the 
securities representatives (registered representatives) 
employed by you was changed or altered in any respect 
subsequent to September 1, 1969. 

ANSWER: 

Yes. 

INTERROGATORY 9: 

If your answer to Interrogatory No. 8 is in the 
affirmative, set forth the date of each such change or 
alteration, and the nature of each such change or 
alteration specifying the basis of compensation, including 
commission rate or salary rate, in effect after said 
change or alteration was put into effect. 

OBJECTION: 

Tucker, Anthony & R. L. Day objects to Inter¬ 
rogatory 9 on the grounds that any present inquiry into 
the merits of this action is premature, since neither 
of the plaintiffs has yet established that he represents a 
proper class for the purposes of thi3 action and because 
their standing to represent and sue on behalf of any 

purported class may yet be found to be insufficient. 
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Answers to Interrogatories of 
Harris, Upham & Co., Inc. 

I INTERROGATORY NO. 7: Set forth the basis of 

I compensation, including commission rate or salary rate, 
which you paid to the securities representatives (regis¬ 
tered representatives) employed by you as of September 1, 
1969. 

Answer: Harris, Upham & Co. Incorporated's 
compensation system for its registered representatives on 
September 1, 1969, was based upon both a salary and a 
percentage of gross commissions generated. The actual per- 
Icentage will vary depending upon the type of securities 
involved and the geographical location of the transaction, 
but is normally between one-third and one-half of gross 
commissions generated. 

INTERROGATORY NO. 8: State whether the basis 
of compensation, including commission rate or salary rate, 
which you pay to the securities representatives (registered 
/ representatives) employed by ycu was changed or altered in 
any respect subsequent to September 1, 1969. 

Answer: Harris, Uphain & Co. Incorporated has 
not reduced any generally applicable rate of compensation 
for registered representatives between September 1, 1969, 
and the present date, either by lowering any commission 
rate referred to in Paragraph 18 of the complaint or other¬ 
wise. 
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Answers to Interrogatories of 
Dominick International Corp. 

INTERROGAT O RY NO. 7 

Set forth the basis of compensation, including 
commission rate or salary rate, which you paid to the 
securities representatives (registered representatives) 
employed by you as of September 1 , 1969 . 

OBJECTION TO INTERROGATOR'^ NO. 7 


Dominick objects to Interrogatory No. 7 because 


from September, 
this action, the 
pens at ion syr.te: 


1969j c.nd during all times germane to 
essential structure of Dominick's con- 
for registered representatives remained 


unchanged. Furthermore, detailed information of this 
nature has not been made public and might perhaps be 
valuable to Dominick's competitors. 

Dominick also objects to Interrogatory No. 7 
insofar as it seeks information concerning specific 
individuals' salary or commission rates because it is 
irrelevant to the purported subject matter of this 
action: an alleged uniform rate reduction applicable to 
all registered representatives. 

Dominick also objects to Interrogatory No. 7 on 
the ground that any present inquiry into the merits of 
this, action is premature because the two plaintiffs' 
ability to represent any purported class and their indi¬ 
vidual standing to sue may yet be fo u nd inr.uffi ni 
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I NTER RO GATO RY MO. 8 

State v/hether the basis of compensation, inciuding 
commission rate or salary rate, which you pay to the 
securities representatives (registered representatives) 
employed by you was changed or altered in any respect 
subsequent to S _tember 1 , 1969. 

OB JECTION TO INTERROGATORY N O. 8 

Dominick has not reduced any generally-applicable 
rate of compensation for registered representatives 
from September, 1969 to the present date, either by 
lowering any commission rate referred to in Paragraph 
18 of the complaint or otherwise. Other changes and 
alterations in its compensation system during this period 
which do not constitute reductions in any specified com¬ 
mission rate of compensation paid to securities repre¬ 


sentatives are irrelevo-nt to the subject matter Oa. the 
complaint. Moreover, inquiries into changes and altera¬ 
tions in compensation not constituting the form of com¬ 
mission reduction alleged in the complaint ca ]1 for 
confidential information of Dominick, which is irrele¬ 
vant to the action but which might perhaps be valuable 


to Dominick’s competitors. 

Dominick also objects to Interrogatory No. 8 on 
the ground that any present inquiry into the merits of 


this action is premature because the two plaintiffs' 
ability to represent any purported lass arid their 
individual standing to sue may yet he found insuffi- 


r* * r •»* 4 













Answers to Interr atories of 
Halle & Steiglints, Inc. 


Interrogatory No. 7 

The basis of compensation used by Halle & Stiealitz, 

I 

Inc. as of September 1, 1968 for registered representatives 
was as foi-.v.’ws: 

(a) In the event that Halle & Stieglitz, Inc. 
acted as agent for the buyer or the seller of 
securities, the registered representative received 
40% of the total commission on the first $30,000, 
45% of the total commission on the next $30,000 
and 50% of the total commission for sums ir. excess 
of $60,000. 

(b) In the cases where Halle & Stieglitz, Ir.c. 
acted as principal in the transaction, the regis¬ 
tered representative received 50% of the total 
commissions. 

Interrogatory No. 8 
Yes. 

Interrogatory No. 9 

i 

Effective October 1, 1969, the rates for registered 

I 

representatives as specified in answer to Interrogatory 
No. 7 were reduced by 5% of the total commission in each 
instance. Ilalle & Stieglitz, Inc. made a determination 
on its own to that effect in July 1969, and notice thereof 
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was given to the registered representatives well in 
advance of October 1, 1969. 

At the same time, namely, October 1, 1969, 

Halle & Stieglitz, Inc. established a Money Purchase Pension 
Plan for its registered representatives, to which Halle 
& Stieglitz, Inc. contributed 5% of the registered 
representatives' net income. 


\ 







Answers to Interrogatories of 
Goodbody & Co. 


S&7A 


ANSWER S to INTKRROOATORIES 7 THROUGH 10 

Compensation of Investment Executives of Goodbody on 
September 1 , 1969 was based on the following scale: 

1 ] 

ii 

GRADUATED COMPi-U SATI ON SCALE 


it 


DOLLAR 

BREAKPOINTS 

: PERCENTAGE OF GROSS* 

• 


(Cross 

Pr< dir t ion) 

agency 

transactions 

principal 

tran:actions 

mutual 

funds 

•1* o. 

xll'jl •; *;»_ 




j'. - 


* % t . / 


;o& 

v 7' .000 - 

J SLLflLLi _ 

A;\', 

50;'. 

fjOCj 

.1 00, 000 - 

tin 



r :tyj 


* After a reduction from gross commissions for each ex 
ecution of agency and principal transactions. 


In addition, a now account bonus of $33 was provided 
,for opening each new account after the first 30 , which 
Jgroscod over yl n 0 in commissions in its first year. 


N 

\ 


No credit was given for purchase of any security sellinf 
j al $2*00 or under. In the case of securities selling over 

$2.00 and under $9.00 per share, credit was given only if 

1 

" the total cost of the purchase was $?,000 or more. 

j 

Subsequent to September 1, 1969 , the basis of com- 
i pensation was changed as follows: 














Z&VA- 

Effective February 20, 1970 the $^.00 adjustment to the 
graduated compensation scale v;as deducted only once for each 
order, regardless of the number of executions needed to fill 
it. 

Effective May 1, 1970, all restrictions on payment of 
commissions on orders for shares selling under $5.00 were 
dropped. Restrictions on soliciting such orders and opening 
up new accounts for such transactions remained in effect. 

On June 2^, 1970 the following compensation scale was 
adopted: 

Agency Principal Mutual 

Transactions Transactions Fu nds . 

30?. J 10? 50? 

On all agency and principal orders generating com¬ 
missions of less than $20.00, the rate of compensation was 
j 15?. 

An Investment Executive grossing between $6,000 and 
$8,000 in a month received a bonus of 2 % of all agency and 
principal business generated that month. This bonus was 
increased to '1? if the month's gross exceeded $8,000. 

The $d|,00 per order adjustment and the new account 
j bonus were dropped, effective Juno 2 J i, 1970. All option 

trades were compensated at 30 / of commissions generated. 
Commodity transactions generating more than $10.00 in 
commissions were compensated at 30/; those under $10.00 
'at 15'/. 

Goodbody did not pay its Investment Executives any 
jpart of the interim service charge collected from its 
I customers. 
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Answers to Interrogatories of 
Bear, Stearns & Co. 


Answers to Interrogatories 


Throuf 


On September 1, 1969 Bear, Stearns paid as com¬ 
pensation to Its registered representatives a percentage of 
its own commissions, which percentage was related to the 
volume of brokerage commissions generated by each such 
representative. This commission rate was as follows: 

Volume of Commissions Representative's Rate 

$0 to $24,999 33-1/3* 

$25,000 to $99,999 4o* 

(from first dollar) 

$100,000 and over 42-1/2* 

(from first dollar) 

In addition, a commission of 50* of Bear, Stearns' 
commissions was paid on secondaries, new issues, tenders, 


exchanges and mutual funds. The commissions on these items 
were included in a representative's overall volume of commis¬ 
sions, as set forth above, for the sole purpose of computing 
the rates applicable to his other business. Commissions 
were not paid on transactions involving stocks whose shares 

traded at $ 2.00 per share or less. 

As of January 2, 1970, the rates were changed as 

follows: 


! 







$25,000 to $49,999 362 

(from first dollar) 

$50,000 to $84,999 382 

(from first dollar) 

^5,000 to $99,999 4o2 

(from first dollar) 

$100,000 to $149,999 4l2 

(from first dollar) 

$150,000 and over 422 

(from first dollar) 


In addition, the commission of 502 was continued 
to be paid on secondaries, new issues, tenders, exchanges 
and mutual funds, but the commissions on these items were 
no longer included in a representative's overall volume of 
commissions to compute rates applicable to other business. 
The rule against commissions on transactions involving 
stocks whose shares traded at $2.00 or less was rescinded 
with respect to transactions approved by a partner of Bear, 


Stearns 
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Answers to Interrogatories of 
Lehman Bros. 

INTERROGATORY 7: . 

Set forth the basis of compensation, including t 
commission rate or salary rate, which you paid to the 
securities representatives (registered representatives) 
employed by you as of September 1 , 1969 . 

OBJECTION: 

The method of compensation in effect on September 
1, 1969 used by Lehman Brothers for registered representa¬ 
tives was that a certain percentage of the gross commission 

on a securities transaction received by Lehman Brothers was 
paid to the registered representative who executed the 
transaction. 

Lehman Brothers objects to Interrogatory 7 insofar 
as it seeks information concerning specific individuals' 
salary or commission rates, on the grounds that this informa¬ 
tion is irrelevant to the purported subject matter of this 
action — an alleged uniform rate reduction applicable to 
all registered representatives. Furthermore, detailed 
Information of this nature has not been made public and 
might perhaps be valuable to Lehman Brothers' competitors. 


1 
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INTERROGATORY 8: 

State whether the basis of compensation, including 
commission rate or salary rate, which you pay to the securi¬ 
ties representatives (registered representatives) employed 
by you was changed or altered in any respect subsequent to 
September 1, 19^9* 


ANSWER: 


Yes. 


INTERROGATORY 9i 

If your answer to Interrogatory No. 8 is in the 
affirmative, set forth the date of each such change or 
alteration, and the nature of each such change or alteration ^ 
specifying the basis of compensation, including commission 
rate or salary rate, in effect after said change or alter¬ 
ation was put into effect. 

Lehman Brothers objects to Interrogatory 9 on 
the grounds that any present inquiry into the merits of 
this case is premature, since the plaintiffs have not yet 
established that they represent a proper class for the pur- ( 
poses of this action and because their standing to represent 
and sue on behalf of any purported class may yet be found 
to be insufficient. 
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Answers to Interrogatories of 


Kidder, Peabody & Co., Inc. 

Inte r ruga '. ory - Set toitn t ue basis oi roiiipcasa - 

tion, incl iding commission rate or salary rate, which you 
paid to tn-: securities ropi - .u-nlativt . (registered repre¬ 
sentatives ) employ- * by you as oi September 1, 1969. 

Answer - As of September 1, 1969, Kidder, Peabody 

compensate! most registered representatives in its employ on 
a commission basis, c«. i oul .t-m as a percentage of the gross 
commission receivers by Krduor, Peabody for the execution of 


purchases 


and sale; oi 


js by each registered repre¬ 


sentative. The following basic annual commission rates were 


paid, subject to individual exceptions: 

0 


Customer 
Class if ic.it ion 


Percentage of 
Gross Commission 


(a) Privato Investors 

$1 to $39,999 (Securities) 


30% 

(Plus an "override" 
of 3-1/3% retro¬ 
actively if the 
$40,000 level was 
attained.) 


$40,000 and Over (Securities) 

Mutual fund shares 

(b) Private Investors - West Coast 

Of fices 

Agency transactions (Securities! 
Princip.il tr insactions (Securit res) 
Mutual fund shares 

(c) Hanks of deposit 

(d) Mutual lun-ls, and certain 
institutions othci tnun banks 
ol deposit Which If 1 1 it. i in regu¬ 
lar relationships with Kidder, 
Peabody 

(a) Otner institution- 


33-1/3% 

50$ 

33-1/3% 

35% 

50% 

10 - 20 % 


20 % 

30% 

(Except the Atlanta 
region, 25%) 
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in audition , all f 1 ice manayers and certain other 
ts to leu re p i u ‘' vital1 ’ m> wui c compo u o a t e< i on an individual 
bas is. 

Interrog atory b - Statu WiH;thci‘ the basis of 
compensation, including commission rate or salary rate, 
which you paid to the securities representatives (registered 
representatives) employee by you was changed or altered in 
any respect subsequent to Soptemb> r 1, 1969. 

Answer and Ob j e .t ion - Kidder, Peabody did not 
change any general ly-applicablc rate of compensation for 
registered representatives between September 1, 1969, and 

the 'late oi the filing of the complaint in this action. 

Kidder, Peabody objects to inquiries concerning changes and 
alterations in its compensation system which either did not 
occur within this period or which do not constitute general 
reductions in commission rates such as those alleged in 
paragraph 18 of the complaint, because these matters are 
irroleViint to the subject matter of the complaint. 

Furthermore, inquiries into changes and alterations 
in compensation not constituting the purported general com¬ 
mission reduction alleged in the complaint call for confi¬ 
dential information of Kidder, Peabody, which is irrelevant 
to the action but which might perhaps be valuable to Kidder, 
Peabody's competitors. 
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Interrogatory ‘> - 
No. B is in the affirmative. 


11 your answer to Interrogatory 
set for til the date of each 


such change or alteration, and tne nature of each such 
change or alteration specifying the basis of compensation, 
including commiss-ion rate or salary rate, in effect after 
said change or alteration was put into effect. 

Answer an d Ob jec tion - Kidder, Peabody repeats 
its answer to Interrogatory H and objects to Interrogatory 9 


grounds st at 


i) ) uteri <>gat ory 







Answers to Interrogatories of 
R. W. Pressprich & Co., Inc. 


Answers to Interrogatories 7 Through 9 


Since prior to September 1, 1969 each of Pressprich 
registered representatives, except one, has been a part of a 
sales unit composed of a number of registered representatives 


s 


within the same office. Each office may have one or more of 
such units. 

On September 1, 1969 Pressprich paid as compensa¬ 
tion to its registered representatives a percentage of its 
own commissions which percentage was related to the volume 
of brokerage commissions generated by the unit of which such 
representatives were a part. The unit compensation was 
arrived at by the formulae set forth below. An individual 
representative's share of such compensation is set by the 
unit, based upon the unit leader's evaluation or on indivi¬ 
dual's participation in the unit's commissions. 





A separate formula was maintained for the branches 
and for the New York office on September 1, 1969. Those 
formulae were as follows: 


Volume, of Commissions Unit's Rate 


New York Office 

$0 to $ 3 , 000,000 

10 % 

$3,000,001 to $4,000,000 

15 % 

over $4,000,000 

20 % 

All Branch Offices 

$0 to $ 3 , 000,000 

20 % 

$3,000,001 to $4,000,000 

22 - 1 / 2 % 

over $4,000,000 

25 % 


The only change in the compensation method and for¬ 
mula set forth above since September 1, 1969 was that in 
November, 1970 the "Unit Rate" applicable to the New York 
office was changed to a straight 15% on all commission genera 
ted by the unit. This change resulted in an overall increase 
in the compensation paid to the representatives affected by 
units. 







Answers to Interrogatories of 
Dean Witter & Co., Inc. 


Interrogator y 7 - Set forth the basis of compen¬ 
sation, including commission rate or salary rate, which you 
paid to the securities repres jntativos (registered repre¬ 
sentatives) employed by you a; of September 1, 1969. 


Answer - As of September l, 1969, Dean Witter 
compensated registered representatives in its employ on 
various commission bases, cal .-ulated as percentages of the 


::si..n received by lean Wilder for the execution 


I in r chain 


i r i I i e 


e< >mmod i tic* 


by each registered representative, or of its profit 


on trades as principal, or the profit it earns from interest 
charges. The following commission rates were paid in each 
of the four, geographic regions of the country in which Dean 
Witter has established separate compensation schedules: 

1. Northern and Southern Divisions 

a. Securities and commodities 
transactions (except insti¬ 
tutional clients) 

$1 to $1,999 per month 25% of gross securities 

and commodities 
commissions 

Excess of $2,000 per month 33-1/3% of gross 

securities and 
commodities commissions 

Excess of $60,000 per Additional 6-2/3% of 

annum gross securities and 

commodities commissions 

b. Interest charged on 33-1/3% of interest 

customers' debit balances earned above the cost of 

money to Dean Witter 

c. Trades by Dean Witter as 40% of Dean Witter's 
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2 . Midwest Division 

a. Securities transactions 
(except institutional 
clients) 

$1 to $1,999 per month 

Excess of $2,000 per month 

Excess of $60,000 per 
annum 


b. Interest 

c. Trades as principal 

d. Commodities 

3. Eastern Division 

a. Securities transactions 
(except institutional 
clients) 

b. Interest 

c. Trades as principal 

d. Commodities 


30% of gross securities 
commissions 

33-1/3% of gross 
securities commissions 

Add’tional 6-2/3% of 
gross securities 
commissions 

30% of Dean Witter's 
profit 

40% of Dean Witter's 
profit 

33-1/3% of gross 
commodities commissions 


33-1/3% of gross securi¬ 
ties commissions 

33-1/3% of Dean Witter's 
profit 

40% of Dean Witter's profit 

33-1/3% of gross com¬ 
modities commissions 


Interr ogatory 8 - S :ate whether the basis of 
compensa* ion, m 1 uding commission rate or salary rate, which 
you paid to thi securities re iresentat ives (registered 
representatives; employed by /ou was changed or altered in 
any respect subsequent to Sepiember 1, 1969. 
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Answer and Objoctio i - Dean Witter did not reduce 
any of the general ly-appIicahlo rates of compensation for 
registered representatives so. forth rn answer to Interroga¬ 
tory 7 between September l, 1>G9, and the date of the filing 
of the complaint in this action Dean Witter objects to 
inquiries concerning changes md alterations in its compensa¬ 
tion system which either did not occur within this period or 
which do not constitute general reductions in commission 
rates such as those alleged ii paragraph 18 of the complaint, 
because these matters are irrelevant to the subject matter of 

the complaint. 

Furthermore, inquiries into changes and alterations 
in compensation not constituting the purported commission 
reduction alleged in the complaint call for confidential 
information of Dean Witter, which is irrelevant to the action 
but which might perhaps be valuable to Dean Witter’s com¬ 
petitors . 

Interrogatory 9 - If your answer to Interrogatory 
No. 8 is in the affirmative, let forth the date of each such 
change or alteration, and the nature of each such change or 
alteration specifying the basis of compensation, including 
commission rate or salary rate, in effect after said change 

or alteration was put into effect. 

Answer and Objection - Dean Witter repeats its 

answer to Interrogatory 8 ami objects to Interrogatory 9 on 
the same grounds stated lor i:s objection to Interrogatory 8 
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Answers to Interrogatories of 
W. E. Hutton 


7. Defendant W. E. Hutton & Co. objects to 
j interrogatory 7 on the ground that the information sought 
jj is proprietary and confidential and that inquiry into the 


merits at this time is premature since the ability of 
these plaintiffs to represent the class adequately and 

i 

; their standing to sue are still in doubt. Insofar as the 

it 

interrogatory seeks information concerning salary or com- 

| 

i mission rates paid to specific individuals, it is irrele- 

: 

vunt to the subject matter of this action which purports 
to concern an alleged uniform rate reduction applicable 
to all registered representatives. 

8. No such change or alteration has been made 
in the generally applicable rate of compensacion for regis¬ 
tered representatives since September 1, 1969. 

9. Not applicable. 

ii 
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Answers to Interrogatories of 
Reynolds & Co. 

Interrogatory ho. 7 : The essential structure of 
Reynolds' compensation system for registered representatives 
was, on September 1, 1969, and still is, based on the com¬ 
mission form of payment. The rate of commission paid to 
each registered representative varies according to the nature 
and quantity of the securities involved. 

From the date in question, September 1, 1969, 
through the present, commissions paid to registered repre¬ 
sentatives on transactions involving both securities traded 
over-the-counter and securities traded on any of the major 
stock exchanges, have been at the rate of 33-1/3% of the 
commission paid to Reynolds by the customer. 

During the same period, September 1, 1959 to date, 
the l ate of commission paid to registered representatives on 
bond transactions has been 33-1/3% of the rate charged to 
customers on agency transactions and 40% of such rate on 
principal transactions. 

From the date in question, .September 1, 1969 through 
February 23, 1970, the rate of commission paid to registered 
representatives on put and call transactions was 40% of the 
rate charged to customers. Fffcctive ‘larch 1 , 19 70, the rate 
of commission paid to registered representatives on put and 
can transactions was changed to 25% of the r 3 te charged to 
custom rs. 
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Insofar as Interrogatory No. 7 seeks information 
concerning specific individuals' salary or commission rates, 
hov/ever, Reynolds objects for the reasons stated in its 
response to Interrogatory No. 5. Furthermore, detailed 
information of this nature has not been made public and 
might be valuable to Reynolds' competitors. 

Interrogatory No._8: Reynolds has not reduced anv 

generally applicable rate of comoensation for registered 
representatives between September 1, 1969 and the present 
date, except to the limited extent noted in its response 
to Interrogatory No. 7. 

Furthermore, inquiries into changes and alterations 
in compensation not constituting the form of commission re¬ 
duction alleged in the complaint call for confidential infor¬ 
mation of Reynold?', vhich is irrelevant tc the action but 
which might perhaps fc- valuable to Reynolds’ competitors. 

. T :V r , L? .' T JL : ~ - c the response - of Reynolds 

to Interrogatory No. 7 and I.nterrogatoi’v No. 8. 
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Answers to Interrogatories of 
Paine, Webber, Jackson & Curtis 


Interrogatory No. 7. 

Set forth the basis of compensation. Including commission 
rate or salary rate, which you paid to the securities 
representatives (registered representatives) employed by 
you as of September 1, 1969 . 

Answer to Interrogatory No. 7« 

As of September 1, 1969 , generally applicable commission 
rates for individuals employed by Paine Webber as registered 
representatives on a commission compensation basis were the 

following: 

A. Offices located in Boston, Lynn, Springfield, and 
Worcester, Massachusetts and Providence, ilhode Island: 

(1) 33-1/3# credit on all listed transactions, 

(ii) 40,6 credit on all OTC agency transactions, 
(ill) 40 /o credit on actual or assigned gross pro¬ 
fit on transactions in which Paine Webber 
acted as principal. 

(lv) 30 # credit on dealer concessions on tran¬ 
sactions in mutual funds. 

When a "commission" salesman earned net $50,000, the 
generally applicable commission rates became 50 # on all 
types of business. 
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B. Office located In Concord, New Hampshire; 

(i) 28-1/3^ credit on all listed transactions, 

(li) The remainder of the compensation schedule 
for this office is as set forth in (A.) 
above. 

C. Offices located in New York, Hartford, Connecticut, 
Passaic, New Jersey and Philadelphia, Pennsylvania: 

(1) 33-1/3^ credit on all listed transactions, 

(li) 40 fi credit on all OTC agency transactions, 
(ill) 40>6 credit on actual or assigned gross pro¬ 
fit on transactions in which Paine Webber 
acted as principal. 

(iv) $Q/> credit on dealer concessions on 
transactions in mutual funds. 

D. Office located in Indianapolis, Indiana: 

(l) 30 ^ credit on all listed transactions. 

• 

(ii) 40^ credit on all OTC agency transactions, 
(ill) 40,6 credit on actual or assigned gross 
profit on transactions in which Paine 
Webber acted as principal. 

(iv) 50,6 credit on dealer concessions on transac¬ 
tions in mutual funds. 


t 
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E. Offices located In Milwaukee, Wisconsin and 

Grand Rapids, Michigan: 

(i) 30 / credit on all listed transactions. 

(il) 30^ credit on all OTC agency transactions, 
(iii) 40 Jb credit on actual or assigned gross 
profit on transactions in which Paine 
Webber acted as principal. 

(iv) 50 / credit on dealer concessions on trans¬ 
actions in mutual funds, 
p. Office located in Muskegon, Michigan: 

(i) 35/6 credit on all transactions. 

G. Offices located in Chicago, Illinois and Marquett« 

Michigan: 

(l) 33-1/3/6 credit on al3. listed transactions 

after deduction of u $2.00 per transaction 
charge. 

(ii) 33-1/3/6 credit on all OTC agency transac¬ 
tions . 

(iii) 40^ credit on actual or assigned gross 
profit on transactions in which Paine 
Webber acted as principal. 

(iv) 50,6 credit on dealer concessions on 
transactions in mutual funds. 

The generally applicable commission rate on principal 
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transactions increased to 45/ in any month if principal 
production for that month totalled over $1,000, and to 5 0 / 
if such production exceeded $ 1500 . 

G. All other offices: 

(i) As to commissions from transactions on stocl 
and commodities exchanges in which Paine 
Webber had membership, commissions from 
agency transactions in the OTC market and 
special fees for tenders, exchanges and 
other services performed: 30 / credit on the 
first $ 25,000 gross commissions per annum; 
32 / credit on the next $ 25,000 gross 
commissions per annum; 34/ credit on the 
next $ 25,000 gross commissions per annum; 
and 36/ credit on all gross commissions per 
annum exceeding $75>000. 

(ii) As to commissions on transactions in which 

Paine Webber acted as principal in corporate 
securities: 40/ credit on actual or assign 

gross profit; 

(iii) As to transactions in municipal bonds: 

40/ credit on the gross profit. 

(iv) As to transactions in mutual funds: 50/ 
credit on gross profit; 

The above compensation schedule does rot apply to commission 
compensation on certain institutional accounts which are 
treated at various percentages on an individual account 
basis. In addition to the above compensation, each regis¬ 
tered representative (a) was guaranteed that in the event 
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of total disability or Incapacity due to sickness or 
accident, a minimum monthly Income equal to the registered 
representatives average production compensation In the 
previous six months would be paid for periods up to six 
months, and (b) was entitled to Join an employee savings 
plan under the terms of which Paine Webber contributed 
$1.00 for every $2.00 contributed by the registered re¬ 
presentative up to a maximum contribution by Paine Webber 
of 2 °jo of the registered representatives total compensation. 

There is no structured salary rate for registerec 
representatives. 

Interrogatory No. 7 is irrelevant to the pur¬ 
ported subject matter of this action insofar as it seeks 
information respecting salary or commission rates for 
specific individual registered representatives. Moreover, 
information concerning such salary or commission rates has 
not been made public and would be of value to Paine 
Webber's competitors. To this extent Paine Webber objects 
thereto. 

Interrogatory No. 6 

State whether the basis of compensation, including com¬ 
mission rate or salary rate, which you pay to the securi¬ 
ties representatives (registered representatives) employed 
by you was changed or altered in any respect subsequent to 

September 1, 1969* 

Answer to Interrogatory No. 8 


Yes. 


Interrogatory No. 9 

If your answer to Interrogatory No. 8 is in the affirmative 
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set forth the date of each such change or alteration, and 
the nature of each such change or alteration specifying 
the basis of compensation, including commission rate or 
salary rate, in effect after said change or alteration was 
put into effect. 

Answer to Interrogatory No. 9 
As of January 1, 1970, all registered representatives em¬ 
ployed by Paine Webber on a commission compensation basis 
were generally compensated in accordance with the commission 
rates described in subparagraph Q of the answe to Interro¬ 
gatory No. 7. Also as of January 1, 1970, a per transac¬ 
tion charge of $2.00 was instituted, which sum was to be 
deducted from the applicable commission, gross profit or 
assigned profit prior to the percentage calculation of 
production credits, each registered representative was 
guaranteed a minimum monthly Income equal to one-half of 
the registered representatives average production compensa¬ 
tion in the previous six months for periods up to six 
months in the event of total disability or incapacity due 
to sickness or accident, and the commission rate on transac¬ 
tions in which Paine Webber acted as principal in corporate 
securities was Increased so that the "commission" sales¬ 
men receive credit on the first $ 25,000 gross commis¬ 
sion per annum and 50 ^ credit on all t -neactlons over 
$ 25,000 gross commissions per annum. 

As of April 6, 1970, the commission rate struc¬ 
ture was changed so that: 

(1) the $2.00 per transaction charge on all 
orders was eliminated. 
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(ii) On all agency business of 1,000 shares or 
less, the "commission" salesmen received an additional 
credit of $ 7.50 added to gross commissions on orders 
generating commissions (before interim service charge) of 
$ 30.00 to $59.99, and an additional credit of $15 added to 
gross commissions on orders generating commissions (before 
interim service charge) of $60 or more. 

As of August 10, 1970, the commission rate 
structure in effect prior to April 6, 1970 was reinstated 
with the exception that the $2.00 per transaction charge 
was not reinstated. 

Interrogatory No. 9 is irrelevant to the pur¬ 
ported subject matter of this action insofar as it seeks 
information respecting changes or alterations in salary or 
commission rates for specific individual registered re¬ 
presentatives. Moreover, information concerning such 
salary or commission rates has not been made public and 
would be of value to Paine Webber's competitors. To this 
extent, Paine Webber objects thereto. 





Answers to Interrogatories of 
Scheinman, Hockstin & Trotta, Inc. 




7. Objection - The essential structure of Scheinman, j 
Hochstin & Trotta, Incorporated's compensation system for regis- 
jj tered representatives in effect on September 1, 1969 was the 
payment to said representatives of an agreed percentage of the 
gross commissions. 

In so far as Interrogatory 7 seeks information con¬ 
cerning specific individuals' salary or commission rates, however, 

it is irrelevant to the purported subject matter of this action 1 

an alleged uniform rate reduction applicable to all registered 
representatives. Furthermore, detailed information of this 
nature has not been made public and might perhaps be valuable to 
Scheinman, Hochstin & Trotta, Incorporated's competitors. 

8. Objection - Scheinman, Hochstin & Trotta, Incorpor¬ 
ated objects to Interrogatory 8 on the ground that such informa¬ 
tion is not hare relevant and such an interrogatory is premature 
in the absence of a determination upholding the right of plain¬ 
tiffs herein to represent any purported class and their individ¬ 
ual standing to sue. 
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Furthermore, inquiries 
compensation not constituting the 


into changes and 
form of cornmiss 


alterations in 
ion refection 


alleged 


in the complaint call ?or confidential 


information of 


Scheinman, Hochstin a Trotta. Incorporated, which 
to the action but which might perhaps be valuable 
Hochstin 6. Trotta, Incorporated's competitors. 

9. See answer to Interrogatory 8. 


is irrelevant 
to Scheinman, 
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Answers to Interrogatories of 
Newburger, Loeb & Co. 

Interrogatory 7 : Set forth the basis of compensation, 

including commission rate or salary rate, which you paid to the 
securities representatives (registered representatives) employed 
by you as of September 1, 1969. 

Objection : The essential structure of Newburger, Loeb's 

compensation system lor registered representatives in effect on 
September 1, 1909, was to pay such compensation based upon a 
percentage of the business done by each such registered 


r 


representative. 

Insofar as Interrogatory 7 seeks information concerning 
specific individuals' salary or commission rates, however, it 
is irrelevant to the purported subject matter of this action -- 
an alleged uniform rate reduction applicable to all registered 
representatives. Furthermore, detailed information of this 
nature has not been made public and might perhaps be valuable 
to Newburger, Loeb's competitors. 

Interrogatory 8 ; State whether the basis of compensation, 
including dommission rate or salary rate, which you pay to the 
securities representatives (registered representatives) employed 
by you was changed or altered in any respect subsequent to 


September 1, 1969. 
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Interrogatory 9 ; If y^ur answer to Interrogatory No. 8 
is in the affirmative, set forth the date of each such change 
or alteration, and the nature of each such change or alteration 
specifying the basis of compensation, including commission rate 
or salary rate, in effect after said change or alteration was 
put into effect. 

Answer : From September 1, 1969 through and including 

February 21, 1971 securities representatives were compensated 
on the following basis: 


Ma i n 

Office & Branchc 

S NYC 


Average 

Ticket 





Size of Ticket 


0 

to 60000 - 

—40% • 

Below- 

—$30 

-2% 

over 

60000 - 

—45% 

$30 

to 

$50 

reg.40% 




$50 

to 

$75 

+2% 

California 


Over- 

--- 

—$75 

+4% 

0 

to 50000- 

--35% 

0 

to 

$60 

reg.35% 

over 

50000- 

—40% 

$60 

to 

$75 

+2% 




Over- 


—$75 

+4% 


As of February 

22, 1971 and 

thereaf tor 

compensation was 

on 


the following basis: 
Eff. February 22, 1971 
New York - Offices 


0 to 70000-40% 

Over 70000-45% 

Ca]ifornia 

0 to 70000-35% 

Over 70000-—40% 


Average Ticket Deleted 


Principal Business 
at 45% 

Credit will not be 
given if commission 
4s below $55.00 
















If 
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Answers to Interrogatories of 
Rauscher, Pierce Securities Corp. 


ITIc'iuuin^ccnmission rate or^salary r-?p S wh compensation, 
the securities reoresent-at -t ^ rc * te » which you paid to 

employed by you as of September' re P«=entatlves > 

^ JeCtlon: Slnce Plaintiffs have served a second 
amended complaint which no longer avers that defendants unlaw¬ 
fully combined and conspired to lower the commission rates paid 
to the securities representatives employed by them, Rauscher 
Pierce objects to Interrogatory 7 on the grounds that the 
information sought Is wholly Irrelevant and"immaterial to the 
Issues of this action and could not lead to the discovery of 
facts relevant and material to the Issues of this action. 

Rauscher Pierce further objects to Interrogatory 7 on the grounds 
that the information sought Is proprietary and confidential and 
would be burdensome to produce. Furthermore, Rauscher Pierce 
Objects to Interrogatory 7 on the ground that the detailed 
information reacted has not been rad. public and would be 
V Junblc to Kuuschcr Pierce's competitors. 



Obj ect io n: Since 
anendfd complaint which no 
iuily combined and conspir 


plaintiffs 
longer aver 
*'d to lower 


h.. ve served- a second 
that defendants unlaw- 
the commission rater 
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paid to the securities representatives employed by them, Rauscher 
Pierce objects to Interrogatory 8 on the grounds that the 
Information sougnt is wholly irrelevant and immaterial to the 
issues of this action and could not lead to the discovery of 
facts relevant and material to the issues of this action. 
Furthermore, inquiries into changes and alterations in compen¬ 
sation call for confidential information of Rauscher Pierce 
which is irrelevant to the action but which might be valuable 
to Rauscher Pierce's competitors. 

Interrogatory No. 9: If your answer to Interrogatory No. 8 
is in the affirmative, set forth the date of each such change 
or alteration, and the nature of each such change or alter¬ 
ation specifying the basis of compensation, including 
commission rate or salary rate, in effect after said change 
or alteration was put into effect. 

Objection: Rauscher Pierce objects to Interrogatory 

9 on the same grounds stated for its objection to Interrogatory 
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Answers to Interrogatories of 
OppenheirriFT & Co. 

/. As of September 1, 1969 most of the securities 
representatives (registered representatives) employed by 
tliis defendant were compensated by sharing in gross commissions 
on their customers' securities transactions as follows 
One-third of gross commissions up to $25,000; 40% of gross 
commissions from $25,000 to $50,000; 50% of gross commissions 
above $50,000, plus bonuses of $500.00 when gross commissions 
reach $25,000 and $30,000 and $600.00 when gross commissions 
reach $35,000. Some registered representatives were com¬ 
pensated by, receiving 40% of gross commissions up to 
$50,000 and 50% on gross commissions in excess of $50,000. 

In addition, qualified securities representatives 
participated in the benefits of the Oppenheimer L Co. 
Commissioned Employee Profit-Sharing Plan and Trust, and con¬ 
tinued to so participate notwithstanding other changes in 
compensation set forth in Paragraph 9. 

8. The basis of compensation paid to securities 
representatives (registered representatives) employed by 
this defendant was changed subsequent to September 1, 1969. 

9. Effective January 1, 1970 substantially all 
securities representatives (registered representatives) 
employed by this defendant were compensated by sharing in 
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as follows:- 36% of gross commissions up t_o $60 ,000; 40% 
of gross commissions from $60,000 to $120,000; and 44% of 
gross commissions of $120,000 and over. In addition, based 
upon tha average gross commission per order, computed 
quarterly, the fojlowing additions and deductions are made:- 

(a) Additions:- 1% of gross commissions if commissions per 
order averaged $60-80, 2i if gross commissions per order 
averaged $80-100, 3% if gross commissions per order averaged 
$100-180, and 4% if gross commissions averaged $150 and over; 

(b) Deductions:- 2% if gross commissions per order averaged 
under $35, 1% if gross commissions per order averaged $35-40. 

No commission was credited on orders where the gross commission 
was under $15. Trainees with less than two years of experience 
in security transactions did not incur deductions based upon 
the average gross commission per order and received additions 
based upon average gross commissions computed on a monthly 
basis. / 

Since April 1970 commission credit has been 
given on all orders including these where the gross commission 


was under $15. 
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Answers to Interrogatories of 
Steiner, Rouse & Co. Inc. 


7. The essential structure of Steiner, Rouse & 

l! 

Ij 

j| Co., Inc.'s compensation system for registered represcnta- 

|t • 

•! tives in effect on September 1, 19S9 was the payment to 

!! . 

I| sai ci representatives of an agreed percentage of the gross 

| commissions. The percentage was and is 405c. 

] 

8. Steiner, Rouse & Co., Inc. has not reduced 

I 

i any rate of compensation for registered representatives 

i 

!' between September 1, 1969 and the present date, either by 

j| 

j| lowering any commission rate referred to in paragraph 19 
I; 

i of the complaint or otherwise. 

I 

• 9. See answer to Interrogatory 8. 
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Answers to Interrogatories of 
L. F. Rothschild & Co. 

7. The essential structure of L. F. Rothschild 
&c Co.'s compensation system lor registered representa¬ 
tives in effect on September I, 1909 was the payment to 
said representatives of an agreed percentage of the 
gross commissions or profits of the firm on transactions 
introduced hy the representative. The average percentage 
was 33-1/17*. Compensation of individual representatives 
varied, however, depending upon the department in which 
they worked, the nature of the security transactions 
handled by them, whether they worked individually or in 
groups, etc. 

In so far as Interrogatory 7 seeks informa¬ 
tion concerning specific individuals' salary or commission 
rates, however, it is irrelevant to the purported subject 
matter of this action -- an alleged uniform rate reduction 
applicable to all registered representatives. Further¬ 
more, detailed information of this nature has not been 
made public and might perhaps be valuable to L. F. 
Rothschild & Co.'s competitors. 

8 . Objection - L. F. Rothschild & Co. has 
not reduced any genera 1ly-app1icable rate of compensation 
for registered representatives between September 1, 1969 
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and the present date, either hy lowering any commission 
rate referred to in paragraph 18 of the complaint or 
otherwise. Other changes and alterations in its compen¬ 
sation system during this period which do not constitute 
reductions in any specified commission rate of compensa¬ 
tion paid to securities representatives are irrelevant 
to the subject matter of the complaint. 

Furthermore, inquiries into changes and 
alterations in compensation not constituting the form 
of commission reduction alleged in the complaint call 
for confidential information of L. F. Rothschild & Co., 
which is irrelevant to the action but which might perhaps 
be valuable to L. F. Rothschild & Co.'s competitors. 

9. See answer to Interrogatory 8. 
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Answers to Interrogatories of 
Spencer Trask & Co. 


interrogatory 7 - Set forth the basis of compensation, including con- 
misBion rat. or salary rate, which you paid to the ..curitie. repre.ent.tive. 
(registered representative.*) employed by you a. of September 1. 1969. 

Answer - Objected to. 

jj interrogatory 6 - State whether the beei. of compensation, including 

1 commission rate or salary rate, which you pay to the securities r.precont.tive. 
! (registered representatives) employed by you was changed or altered in any 
, respect subsequent to September 1, 1969. 

An»wej_ - OMeeted tc. 


i..tei rotates - - X? answer to Inter negatory 3 is ir. tM a?fir«- 

tive , ,.t forth tne date of each such change or alteration, and the nature of 
each sue), change or alteration specifying the basis of compensation, including 


commission rate or salary rate, in effect after seid change or alteration wa. 

! 

put into effect. 

Answer ~ Objected to. 


« 



Answers to Interrogatories of 
Smith Barney & Co., Inc. 




tior., 


Inter rogatory 7 - i ct forth I lie 
including commission rate or salarv 


l>»s is of eompens.i- 
r itv, wli i «di you 


paid to the secunt u»s representatives (registered represen¬ 
tatives) employed by you as oi September 1, 1969. 

Answer - \s of September 1, 1969, Smith, Barney 
compensates! most Registered lie presentatives in its employ on 
a commission basis, calculate:- as a percorita je of tiie gross 
commission received by Smith, Barney for the execution of 
purchases and sales of securities and commodities by each 
Registered Representative. Tie following basic commission 
rates were paid: 

Customer Classification Percentage of 

C ross Commissions 

33-1/3% 

2 9% 

25% 

20 % 

33-1/3% 

20 % 

(reduced by a fluctu¬ 
ating percentage based 
on the current prime 
rate) 


(a) Private investors not sill scribing 
to Smith, Barney's Subscription 
Research Service or Institutional 
Advisory Service 

(b) Private investors subscribing to 
cither of those services 

(c) Institutions (other than Hanks of 
Deposit) not subscribing to either 
of these services 

(d) Institutions subscribing to either 
of these services 

(e) Private investors participating in 
the New York Stock Kxchange Monthly 
Investment PI.in 


(f) Banks of Deposit 
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(q) Smith, Barney Equity Fund, 
I nc. 


(.5% of the dollar 
amount invested, plus 
the following per¬ 
centages of gross com¬ 
missions paid semi¬ 
annually to registered 
representatives whose 
customers, in the 
aggregate, hold 10,000 
or more shares:) 


Customer C1 a ssi_f ic a' io n 

fl) Commission and 

salaried registered 
representatives in a 
sales capacity 

(2) Non-sales regi?tered 20% 

representative. 1 


Percentage of 
Gross Commissions 

25% 


(h) 

Group sales, designated 
and private placements 

: ales 

20% 

(i) 

Mutual Funds other than 
Barney Equity Fund 

: mith , 

50% 


In addition, registered representatives not 
employed in a sales capacity olio introduced a brokerage 
account to Smith, Barney wore eligible, under certain circum 
stances, for commissions or o'her compensation. Registered 
representatives who brought o - aided importantly in bringing 
new business to Smith, Barney s Corporate Finance and 
Municipal Departments were eligible to receive up to 10% of 
the not profit to Smith, Barney on new corporate finance 
business and up to 15% of Smi ;h, Barney's profit resulting 
from management fees on reveri io bond business. Registered 
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representatives responsible for brinqinq special non- 
marketable situations for Smith, Barney's account to the 
firm's attention were eligible to receive the right to per¬ 
ch. iso up to i>1 Smith, Harney ' ■; i hi I i ■ • I investment at t lie 
I i r m ' i ■> > . l . 

All of these eompon Mt ion policies excluded 
managers ami registered representatives assigned to depart¬ 
ments or offices in which Smi h, Barney's policy was to pay 

only on a salary basis, such its Institutional Department. 
The contribution of managers tc the origination of trans¬ 
actions was reviewed separately and individually, while 
registered representatives on falary were eligible to 
participate in year-end profit-sharing cash distributions. 

Interrogatory 8 - State whether the basis of 
compensation, including commisi ion rate or salary rate, which 
you paid to the securities repiesentatives (registered repre¬ 
sentatives) employed by you wa: changed or altered in any 
respect subsequent to Septombei 1, 1969. 

Answ e r and O b ject io n - Smith, Barney did not change 
any generally-appLicable rate (f compensation for registered 
representatives between SoptemJor 1, 1969, and the date of 
the filing of the complaint in this action. Smith, Barney 
objects to inquiries concernin': changes and alterations in its 
compensation system which eith* r did not occur within this 
period <>r which do not constitute general reductions in 
commission rates such as those alleged in paragraph 18 of the 
complaint, because them matters are irrelevant to the subject 
matter of the complaint . 
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Furthermore', inquiries into changes and alterations 
in compensation not constituting the' purported commission 
reduction alleged in the complaint call for confidential 
information of Smith, Barney, which is irrelevant to the action 
but which might perhaps be valuable to Smith, Barney’s com¬ 
petitors . 

Interrogatory 9 - If your answer to Interrogatory 
No. 8 is in the affirmative, set forth the date of each such 
change or alteration, and the nature of each such change or 

alteration specifying the basi: of compensation, including 
commission rate or salary rate, in effect after said change 
or alteration was put into effect. 

A nswer an d Obj ection - Smith, Barney repeats its 
answer to Interrogatory 8 and objects to Interrogatory 9 on 
the same grounds stated for it: objection to Interrogatory 8. 

M 




i 


i 
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WARD, D. J. 

This is an antitrust action brought by two former 
registered representatives of member organizations of the 
New York Stock Exchange, Inc. ("the Exchange") against the 
Exchange and twenty-seven of its member brokerage firms 
("the firms"). Plaintiffs claim to represent the class 
of all registered representatives employed by the firms 
from April 2, 1970 through July 25, 1971 who were compen¬ 
sated at least in part by commissions on securities trans¬ 
actions which they effected on the Exchange. This was the 
period of time during which the Exchange required that a 
"service charge" of $15 or not more than 50% of the commission 
be added to the commission charged customers for securities 
transactions involving under 1,000 shares. Exchange policy, 
reflected in its Constitution and Rules and in its communi¬ 
cations to the firms, required the firms to exclude the 
service charge from the basis upon which they calculated 
compensation of the registered representatives. Plaintiffs 
claim that the firms' concurrence with the Exchange in this 
policy constituted an agreement in restraint of trade in 
violation of si of the Sherman Antitrust Act, 15 U.S.C. SI. 

They seek treble damages under S4 of the Clayton Act, 15 U.S.C. 
S15, based upon the difference between their actual compensation 
during that time period and the amount they would have received 
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had the service charge been included in the basis upon 
which their commissions were calculated. 

For the most part the factual background of this 
suit is undisp ted. During the aforementioned period, 
member organizations of the Exchange charged commissions 
for transactions in securities at minimum rates set forth 
in Article XV of the Exchange Constitution. In turn, they com¬ 
pensated the registered representatives who actually negotiated 
the transactions, primarily in the form of commissions which 
were a percentage of the commissions which the firms charged 
customers. The firms also customarily compensated their 
registered apresentatives by salary, bonuses and incentive 
payments. The precise systems of compensation varied from 
firm to firm; the percentages applied for the several types 
of transactions executed, reliance upon a base salary to be 
supplemented by commission, and incentive or bonus payments 
were all variable. Direct comparison of the compensation 
of registered representatives from firm to firm is thus 
difficult, but the parties do not dispute that competition 
was in fact intense. 

During late 1969 and early 1970 the firms were 
experiencing a serious financial crisis, operating at in¬ 
creasing losses, particularly in low volume securities 
transactions. The minimum commission rate had last been 
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increased in 1958, while costs to the industry had risen 
by some 60%. The Exchange had retained National Economic 
Research Associates ("NERA") to conduct studies and to 
assist in the development of a new commission ra.e structure, 
and in February of 1970 presented to the Securities and 
Exchange Commission ("the Commission") NERA's analysis 
together with its recommendation for a new rate structure. 

The Commission's response indicated certain unresolved 
issues and the need for additional data before approval 
of the new rates; it appeared that approval of a compre¬ 
hensive new rate structure would require some time. In the 
meantime, the increasingly acute financial difficulties 
of some member firms threatened their continued operation. 
Advised by NERA, the Exchange recommended that the Commission 
approve an immediate interim charge, to be called a service 
charge, in the amount of $15 per ‘ isaction but not more 
than 50% of the commission, to be applied to transactions 
of under 1,000 shares. According to the Exchange Constitution 
the Board of Governors could impose such a charge immediately 
by rule; to levy an equivalent charge by changing the com¬ 
mission rate required an amendment to the Exchange Constitution, 
which would take six to eight weeks to effect. The Commission, 
thr Exchange, and the firms recognized that this was to be 
an interim measure, pending the more comprehensive adjustment 
in the commission rate structure. 


In mid-March of 1970 the 




Board of Governors approved in principle the imposition 

t 

of such a service charge and submitted the proposal to the 
Commission. On April 2, 1970, the Commission approved the 
service charge for a period of 90 days, subject to review 
at the end of that time, and upon the conditions that 
services to small investors not be curtailed, that the 
income be used wisely for the improvement of the financial 
position of the member firms, and that the revenue accrue 
to the firm effecting the transactions. Accordingly, the 
Exchange did not include the service charge in the basis 
upon which it calculated its own charge to the firms, 
amounting at that time to 1% of the commissions each firm 
collected. 

In addition, in a memorandum to the member firms 
announcing the imposition of the service charge, the Board 
of Governors of the Exchange called their attention to 
Article XV of the Exchange Constitution and to Rule 347(a). 

It stated that the service charge was not to be passed along 
directly to the registered representatives as part of their 
commission. It added, however, that the firms remained free, 
as always, to compensate their registered representatives 
according to their own individual policies. Thus, while the 
service charge could not be passed along directly, in effect 
the increased revenue could be used at least in part to com¬ 
pensate registered representatives if the firms so chose. 






Article XV, §1 of the Exchange Constitution 

provided: 


No bonus or percentage or portion of a 
commission, whether such commission be 
at or above the rates herein established, 
or any portion of a profit except as may 
be specifically permitted by the Constitution 
or a rule adopted by the Board of Governors, 
shall be given, paid or allowed, directly 
or indirectly, or as a salary or portion of 
a salary, to a clerk or person for business 
sought or procured for any member or .xlied 
member of the Exchange or member firm or 
member corporation. 

V* 

Article XV, §9, which provided for service charges, 
contained similar language requiring that they be free of any 
rebate or commission unless expressly permitted by rule of the 
Board of Governors. 

Rule 347(a) of the Rules of the Board of Governors 
authorized compensation to registered representatives, in the 
form of salary, commission, percentage of the profit of the 
office, or bonus. It contained no provision for compensation 
directly based on service charges. Thus, unless the Board 
of Governors were to amend Rule 347(a), the Constitution 
forbade directly passing along any of the service charge income 
to the registered representatives. 

The draftsmen of the rules effectuating the service 
charge at one point contemplated such an amendment to Rule 
347(a). A preliminary memorandum, not even officially 
submitted to the Board of Governors, did contain language 
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to this effect. But the version considered by the Board 
of Governors on March 18, 1970 did not. Neither party has 
offered competent testimony concerning the reasons for this 
change. The Commission itself considered only the later 
draft, which contained no mention of registered representatives 
compensation. 

At the close of the 90-day period the Commission 
held public hearings to review the service chi. and 
conditioned its continuing approval upon additional re¬ 
quirements. For example, it required the Exchange and 
member firms to treat the service charge as part of com¬ 
mission income for purposes of calculating "regular-way 
reciprocity" with non-mem’er brokerage firms. The registered 
representatives had objected to the Exchange's rule pro¬ 
hibiting sharing of the service charge with them. The 
Commission replied by disclaiming any responsibility to 
intervene in firms' policies concerning compensation to 
registered representatives, unless a showing were made that 
such intervention was necessary for the protection of 
Investors. The Commission then approved indefinite 
continuance of the service charge, reserving the right 
to rescind its approval at any time that should appear 
necessary. 

The service charge remained in effect until March 
24, 1972, when it was replaced by a revised commission rate 
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schedule. During that time none of the member firms 
included the service charge in the base commission upon 
which they calculated the compensation due their registered 
representatives. Compensation practices of member firms 
continued to vary widely, and competition for the services 
of the registered representatives continued unabated. The 
firms retained the service charge as part of their operating 
revenue, and the Exchange continued to monitor the effect 
of the increased revenues upon their profits. The Exchange 

judged that while to some extent the erosion of capital and 
the heavy losses which had prompted the charge had been 
stemmed, a significant number of firms continued to sustain 
losses on transactions of under 1,000 shares. 

The registered representatives do not contend 
that the service charge was unnecessary, nor dispute the 
importance of enacting it quickly. Their claim is that 
since no additional services were in fact performed, in 
substance it was a commission rate increase, and should 
have been considered such for purposes of cheir compensation 
The Exchange's deliberate policy of excluding the service 
charge from the basis upon which their compensation was 
calculated, in which the member firms concurred by adhering 
to the Constitution and Rules of the Exchange, is, plaintiffs 
claim, a violation of the antitrust laws. 





Defendants, on cross-motions for summary judgment 
prior to trial, contended that the Securities and Exchange 
Commission had exclusive or primary jurisdiction over this 
matter, and that the antitrust court was therefore without 

i 

juri 'diction to decide it. For the reasons which follow, 
this Court rejected defendants' contention, and set the 
matter down for a prompt trial on the merits. 

I 

In Silver v. New York Stock Exchange , 373 U.S. 341 
(1963), the Supreme Court first enunciated the principles 

; 

underlying the Exchange's antitrust liability, which have 
been further developed in a series of subsequent lower 1 

court decisions. Silver involved a non-member broker 
whose private wire connections with certain member firms 

i 

t 

the Exchange had unilaterally ordered disconnected, without i 

notice or hearing. The Court observed that absent the ‘ 

regulatory provisions of the Securities Exchange Act of 
1934 ("the Exchange Act"), 15 U.S.C. $78a et seg ., the 
Exchange's action would have constituted a per se violation 
of the antitrust laws. It also noted that the Exchange Act 
provided no administrative review of the Exchange's action 
in this instance, and that therefore the antitrust court 
was the sole forum in which it could be judged. The Court 
then articulated the standards which govern the Exchange's 
antitrust liability. It stated that the securities laws do 
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not provide the Exchange with blanket antitrust immunity, 
but rather act as an implied repealer of the antitrust 
laws only to the limited extent necessary to make the 
securities laws work. The Court saw its task as the 
reconciliation of the "antitrust aim of eliminating 
restraints on competition with the effective operation 
of a public policy contemplating that securities exchanges 
will engage in self-regulation which may well have anti¬ 
competitive effects in general and in specific applications." 
Silver , 373 U.S. at 349. 

The Court extensively reviewed the self-regulatory 
purposes and functions of the Exchange, as well as the 
supervisory role of the Commission. Briefly stated, those 
functions are the protection of investors, including safe¬ 
guarding the financial responsibility of member firms, and 
insuring fair dealing in securities traded in upon the 
Exchange. Exchange Act S§6 , 19; 15 U.S.C. SS78f, s. 

But the Court did not determine whether the Commission itself 
would have primary or exclusive jurisdiction over such questions 

if the Exchange's action were subject to direct Commission 
review. 

— — 1 Securitie s Corporation v . New York Stock 
Exchange, 433 F.2d 264 (7th Cir. 1970), cert, den .. 401 
U.S. 994 (1971), addressed this question. 


In that case. 
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plaintiff, a non-member firm, attacked the Exchange's 

\ 

anti-rebate rule, adopted under its self-regulatory 
authority and subject to review by the Commission. The 
Court of Appeals reversed the District Court's grant 
of summary judgment for the Exchange, which had oeen 
based on precisely this review jurisdiction of the Commission. 

It stated that there was no evidence that the Commission was 
exercising actual and adequate review jurisdiction over the 
complained-of rule. Even if it were, the Court stated, 
acknowledging that the Commission may properly and does 
in fact consider antitrust principles in exercising its 
review power, the Commission is not the primary body charged 
with enforcement of the antitrust laws. Rather, the courts 
are the primary repository of antitrust expertise, and 
primarily responsible to enforce principles of competition. 

The Court of Appeals remanded for factual findings concerning 
the importance of the rule in making the securities laws 
work, and its anticompetitive effect. It repeated the 
standard enunciated in Silver , that the task of the Court was to 
give effect to antitrust principles except insofar as they 
are necessarily modified in order to fulfill the purposes 
of the securities laws. In addition, it expressed serious 
reservations concerning the extent to which the anti-rebate 
rule could be considered necessary to make the securities 


laws work. 






More recently, in this district, Judge Lasker 
expressly differed with the analysis of Thill in some 
respects, although he did distinguish the facts of the 
two cases. Gordon v. New York Stock Exchange , 366 F. Supp. 

1261 (S.D.N.Y. 1973), appeal docketed No. 74-1043, 2d Cir. 

Dec. 6, 1973, involved a challenge to inter alia the commission 
rate structure of the Exchange. Judge Lasker found that 
since the Exchange Act explicitly authorized the Exchange 
to fix reasonable rates of commission which are in fact 
actively reviewed by the Commission, the Court lacked 
jurisdiction over an antitrust suit against this practice. 

He stated: 


We believe that while Silver 
quite properly punctured the umbrella 
of anti-trust immunity claimed by the 
Exchange, it did not intend Congress' 
unique self-regulatory scheme to be 
totally dampened by the continuous 
interference of an anti-trust court. 

We read Silver as holding that certain 
limited areas of Exchange regulation - 
such as potentially anti-competitive 
and arbitrary conduct directed at 
non-members - are properly interfered 
with by a reviewing court since the Act 
purports to regulate only the conduct 
of registered exchanges (and their 
members) with regard to the public, 
rather than the entire securities 
business. Eut Silver also contem¬ 
plates a certain zone of anti-trust 
immunity in the regulatory process 
where there is little threat of such 
arbitrary and discriminatory activity. 
366 F. Supp. at 1264. 







But distinguishing Thill , the Court continued: 

First the Act contains no specific 
directive to the SEC to supervise 
member-non-member relations; second, 
there was before the court no record 
of active SEC supervision in the area; 
third, the court thought the power to 
refuse to share commissions with non¬ 
members was a "weapo" 'that car. be used 
to injure a particular competitor'" 

(p. 270) and the plaintiff had alleged <*» 

that the anti-rebate rule had in fact 
been unevenly applied. 

* * * 

We must add, if it is not already 
clear, that if Thill is to be read as 
holding that an anti-trust court has 
concurrent jurisdiction with the SEC 
over all potentially anti-competitive 
practices and rules, we disagree. 

366 F. Supp. at 1267. 

Thus, there emerges the applicable rule concerning 
not only the jurisdiction of this Court, but also the nature 
of the analysis required in assessing antitrust liability of 
the Exchange and its members. Where the concededly self- 
regulatory rule or practice com? iained of is within the 
explicit mandate of the Exchange Act and also is actively 
reviewed by the Commission, that body may and appropriately 
should itself consider the policies of both the antitrust 
and the securities laws. But, where the Act contains no 
explicit directive to the Commission to supervise the practice 
or rule, the antitrust court may properly consider it. In so 
doing, it must evaluate both the policies against restraint 
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of competition and the policies of investor protection 
and fair dealing in securities. 

The case presently before this Court in fact 
overlaps these two spheres. 

The service charge itself was a matter over which 
the Commission possessed and exercised direct regulatory and 
supervisory authority under 15 U.S.C. S78s(b). The rule 
concerning compensation to registered representatives, 
however, fell only partially within the regulatory function 
of the Commission. See, Merrill, Lynch, Pierce. Fenner & 

Smith v. Ware, 414 U.S. 117 (1973). The Commission itself, 
when the registered representatives protested the rule's 
effect, declined to intervene in matters affecting the 
relationship between the member firms and their employees, 
unless the latter could demonstrate a particular need for 
intervention for the protection of investors. Instead, the 
registered representatives have chosen to attack the rule 
on the ground that it violates the antitrust laws. In view 
of the Commission's disclaimer of primary responsibility over 
that aspect of the rule which the registered representatives 
here contest, and since the focus of the challenge here is in 
the sphere of the courts' particular antitrust competence, 
the Court exercises its concurrent jurisdiction over the 
controversy. 


-1 7 - 





In this connection, we need only briefly consider 
defendants' claim of total antitrust exemption since acts 
pursuant to the Exchange's Constitution and Rules constitute 
its exercise of self-regulatory authority,and, under §19b 
of the Exchange Act, are the equivalent of government action. 
Silver , as noted above, established that even such self- 
regulatory activity is not wholly immune from antitrust 
attack. Rather the nature of the scrutiny, whether by the 
Commission or the antitrust court, is altered. It is evident 
that self-regulatory actions taken by the Exchange may go beyond 
the mandate of §19b of the Exchange Act. The analysis re¬ 
quired by Silver is an application of traditional antitrust 
principles of liability, except insofar as the action of the 
Exchange in the exercise of self-regulatory authority is 
found to be exflicitly required by the Act or necessary to 
effectuate its purposes. 

In order to recover in a private antitrust action 
under §4 of the Clayton Act, 15 U.S.C. S15, plaintiffs must 
establish a causal connection between the alleged antitrust 
violation and some injury to them. This fact of legal injury 
must be established with certainty, although at this stage 
the precise amount of damages may remain somewhat speculative. 
See , Billy Baxter, Inc, v. Coca-Cola Co. , 431 F.2d 183 (2d 


Cir. 1970), cert, denied, 401 U.S. 923 (1971); Fields 








Productions, Inc , v. United Artists Corp. , 318 F. Supp. 87 
(S.D.N.Y. 1969), aff'd per curiam , 432 F.2d 1010 (2d Cir. 
1970), cert, denied , 401 U.S. 949 (1971); Productive 
Inventions Inc , v. Trico Products Corp ., 224 F.2d 678 
(2d Cir. 1955), cert, denied , 350 U.S. 936 (1956). 

Defendants contend that plaintiffs have not 
and cannot establish with certainty any financial loss 
arising from defendants' actions. They point out that the 
member firms at all times remained free to negotiate not 
only the registered representatives' rates of commission, 
but also all other elements of their compensation, including 
salary, incentive payments, and bonuses. Thu^, it cannot be 
said with certainty either that the increased revenue was 
not in fact in some way reflected in the registered repre¬ 
sentatives' compensations, or conversely, that had the 
service charge been included in the basis upon which the 
registered representatives' commissions were calculated, 
their rates of commission would have remained constant and 
their actual compensation accordingly increased. Because 
of these uncertainties, defendants maintain, plaintiffs 
cannot claim to have been injured as a direct result of 
defendants' actions. 

These considerations, however, are more relevant 
to calculations of the amount of damages should liability be 
found. Plaintiffs have shown that had the additional revenue 
been obtained by way of a commission rate increase rather 
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than a service charge, or. had Rule 347 (a) been amended 
to permit passing it along to them, they would have been 
entitled to share in this increased revenue directly. 
Because of defendants' actions they were not so entitled. 
They have therefore demonstrated sufficient legal injury 
causally related to the actions of defendants to permit 
further consideration of their claims. 

Plaintiffs contend that defendants' action in 
refusing to pass along the service charge is a horizontal 
agreement analogous to price fixing and as such is illegal 
per se under the antitrust laws. They further contend that 
since the service charge was enacted in alleged violation 
of the Constitution of the Exchange, it cannot fall within 
the rules of Silver and T hill , supra , iat actions taken 
by the Exchange pursuant to its authority to make rules, 
under §6 of the Exchange Act, 15 U.S.C. §78f, are not 
illegal per se under the antitrust l^vs, but rather must 
be examined to determine whether they are exempt from the 
application of the antitrust laws because necessary to 
make the Act work. Two interlocking questions are thus 
presented. 

First is the question whether the manner in 

which the service charge was adopted precludes application 

© 

of the particular analysis mandated by Silver , supra , for 


cases involving a conflict between the securities laws and 
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the antitrust laws. If not, the Court will consider 
the policies of the securities laws as well as of the 
antitrust laws in determining liability. The second 
question is whether under a strict antitrust analysis, 
prior to any consideration ot harmony with the securities 
laws, the action taken by defendants can be considered a 
per se violation. If it is not, then the Court must look 
to its purpose and its anticompetitive effect before judging 
it violative of the antitrust laws, see, e.g ., C hicago Board 
of Trade v. United States , 246 U.S. 231 (1918), rather than 
confining itself solely to a consideration of whether it was 
necessary to effectuate the policies of the Exchange Act. 

In evaluating whether the rule of Silver applies, 
it is essential to focus first on the Constitution and Rules 
of the Exchange. As describe . above, its Constitution in 
Article XV, Sl» forbids the sharing of any commission levied 
by the firms upon securities transactions with any employee, 
as commission, salary or bonus, except in accordance with 
the Constitution or the Rules of the Board of Governors. 
Article XV, §9, contains a similar provision with respect 
to service charges. At the time that the service charge was 
imposed, the Rules of the Board of Governors provided that 
the registered representatives could be compensated on a 
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commission or salary basis or by bonus, but did not f ' 1 ectly 
provide for sharing of the service charge revenue. Ye_ the 
Board of Governors possessed full authority to amend Rule 
347(a) to allow passing along a percentage of the service 
charge. Conversely, had the charge to obtain additional 
revenue been imposed by Constitutional amendment, the Board 
of Governors was fully authorized to forbid, by rule, its 
inclusion in the basis upon which the commissions of 
registered representatives were calculated. The evidence 
introduced at trial showed that the reason for enacting the 
service charge by way of rule rather than constitutional 
amendment was the undisputed immediacy of the need for 
added revenues. Under these circumstances, this Court 
cannot accept plaintiffs' contention that, as the service 
charge was in effect a commission increase by another name, 
this technical irregularity in nomenclature means that 
the action was not taken in compliance with the requirements 
of the Exchange Act and therefore must be judged exclusively 
by the application of antitrust principles. 

Therefore the analysis of Silver applies. The task 
of this Court is to reconcile the conflicting policies of the 
antitrust and securities laws, giving effect to antitrust 
principles except insofar as necessary to make the securities 
acts work. 


V' 
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Plaintiffs next argue that for the Exchange, 
joined by the firms, to prohibit the direct pa sing along 
of a portion of the service charge revenues to the registered 
representatives constitutes collective employer action to 
regulate the wages of employees, a horizontal restraint 
analogous to price fixing, and as such, plaintiffs contend, 
a per se violation of the antitrust laws. 

At trial plaintiffs did not contest the Exchange's 

authority pursuant tc §6 and S19 of the Exchange Act, generally 

to make rules concerning the use of commissions charged by 

member firms to compensate registered representatives.. Nor 

did they then claim that the Exchange's usual exercise of 

this authority constitutes impermissible price fixing or 

offer any evidence which so suggested. Plaintiffs at trial 

simply challenged one particular instance of the Exchange's 

exercise of its rule making authority, as clearly restrictive 

1 

of their compensation. Yet, in their proposed conclusions 
of law, submitted after trial, plaintiffs did request this 
Court to find Article XV, SS 1 and 9, and Rule 347(a), un¬ 
lawful per se insofar as they restrict the compensation which 
the member firms may pay to their registered representatives. 


1 One explanation offered tor singling out this instance, 
that on this occasion the Exchange operated in violation 
of its own Constitution, as discussed above, is unpersuasive. 
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We will consider their arguments first in 
reference to these provisions as they affected the service 
charge, and then evaluate the”' generally. 

In support of theii claim, plaintiffs argue first 
that all horizontal agreements in restraint of trade are 
illegal per se ; second, that in particular, collective 
employer action to regulate wages is equivalent to price 
fixing and a fortiori illegal per se ; and third, that 
under the cases even indirect or partial price fixing is 
governed by this per se rule. 

Plaintiffs cite United States v. Topco Associates , 
Inc., 405 U.S. 596 (1972), for the ge;eral proposition that 
all horizontal agreements in restraint of trade are illegal 
E er se under the antitrust laws. That case, however, dealt 
specifically with horizontal agreements to divide territory, 
and held, for the first time, that all horizontal territorial 
restrictions violate the antitrust laws without proof of 
purpose or effect. It based this conclusion on a line of 
cases all dealing with such territorial restrictions. The 
case cannot be extended to mandate barring all horizontal 
agreements of whatever kind or however minimal anti¬ 
competitive impact. Indeed, the rule of reason has often 
been held applicable to horizontal agreements. See, e.g .. 
Standard Oil Co. of New Jersey v. United States . 221 U.S. 1 
(1911); United States v. American Tobacco Co., 221 U.S. 106 
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(1911); Chicago Board of Trade , supr a. 

In direct support of the analogy between defendants' 
action here and price fixing, plaintiffs have cited only 
Judge Mansfield's decision denying a motion to dismiss an 
earlier complaint in thi* case ( Cordova v. Bache i Co ., 

321 P. supp. 600 (S.D.N.Y. 1970)), and research fails to 
disclose another. In principle this Court agrees that 
collective employer action to regulate employee compensation, 
outside the context of a collective bargaining situation, 
would constitute price fixing. But it does net follow, as 
plaintiffs argue, that the Exchange's regulation of the 
single element of compensation at issue here, in the context 
surrounding the imposition of the service charge, was a 
scheme to fix or stabilize prices. 

Plaintiffs reason from cases dealing with price 
fixing, and maintain that fixing any one element of a price 
is always illegal. In fact, the rule is not quite so simple. 
When the purpose of an agreement is to fix or stabilize prices, 
even if the means used affects only one element of the price 
structure, or only indirectly affects prices, the agreement 
is illegal per se , without regard to the power of the con¬ 
spirators in fact to fix prices, or the anticompetitive 
effects of the scheme, or its economic justification. Thus, 
distribution systems with the purpose of controlling resale 
price are illegal, as are fixing maximum or minimum prices. 
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or attempting to build a floor under prices by systematic 
spot purchases. See, e.g.. United States v. Socony-Vacuum 
Oil Co . f Inc., 310 U.S. 150 (1940); United States v. Bausch 
&,Lomb Optical Co., 321 U.S. 707 (1944); Kiefer-Stewart Co . 
v * Joseph E. Seagram k Sons, Inc. . 340 U.S. 211 (1951). 

But where an arrangement is not on its face a price fixing 
scheme in purpose, the courts do not apply a per se pro¬ 
hibition, looking instead to whether those making the ar¬ 
rangement possess the power or intent to fix prices, and 
whether prices are actually stabilized to determine whether 
the behavior in fact amounts to price fixing. Report of the 
Attorne y General's National Committee to Study the Antitrust 
^* awa • 1955, p. 14. Arrangements to exchange marketing in¬ 
formation fall into this category, as did a restriction on 
the period of price making in one segment of trading in 
one commodity in Chicago Board of Trade . See, e.g ., 

American Co lumn & Lumber Co . v. United States , 257 U.S. 377 
(1921); United States v. American Linseed Oil Co ., 262 U.S. 
371 (1923); Maple F looring Mfrs. Ass»n . v. United States , 

268 U.S. 563 (1925); Cement Mfrs. Protective Ass'n . v. United 
States, 269 U.S. 588 (1925); Chicago Board of Trade , supra . 

If after such examination the court determines that the ar¬ 
rangement is price fixing it is illegal per se , e.g. , 

America n Column & Lumber Co., supra , if it is not, the 
traditional rule of reason applies, and the conduct is 
illegal only if anticompetitive in purpose or effect. E.g ., 
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Maple Flooring Mfrs. Ass'n ., supra ; Chicago Board of Trade , 
supra . 

The action plaintiffs contest in this case 
resembles the latter type of arrangement. While the rule 
making power of the Board of Governors may give the Exchange 
and its members the power to stabilize the compensation of 
registered representatives, this was clearly not the expressed 
purpose of the service charge. And the rule prohibiting 
sharing the service charge with registered representatives 
was designed primarily to enable member firms to retain 
needed revenue, furthering the purpose which prompted 
imposition of the service charge, rather than to achieve 
any uniformity or reduction in the compensation of registered 
representatives. The effect of the requirement may have 
been in part that the registered representatives received, 
in general, less money than they would have absent the pro¬ 
hibition, although this has not been conclusively demonstrated. 
There was no stabilizing effect on wages, however, and no 
greater degree of uniformity in the compensation of registered 
representatives after the service charge was imposed than 
before. Competition continued unabated, and in at least one 

case a firm's increased revenue was reflected in an increase 

2 

m the registered representatives' commission rate. Under 


2 The complaint against that firm, Shearson, Hamill & Co., 
Inc., was dismissed during the trial. 
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these circumstances, this Court does not consider this 
an arrangement for the purpose of fixing prices. The 
traditional rule of reason therefore applies. Nor, 
applying this rule, does this Court find the Exchange's 
action anticompetitive in purpose or effect. 

The same reasoning applies with still more force 
to the Exchange's general regulation of registered repre¬ 
sentatives' compensation, through the guidelines set forth 
in Article XV, SS 1 and 9, of its Constitution and Rule 347(a). 
As plaintiffs' own exhibits reveal, the Exchange does not 
atten t to regulate the exact compensation of the registered 
representatives in any way, but within very broad guidelines 
set forth in its Constitution and Rules, allows the firms to 
establish their own systems of compensation as well as their 
rates. These broad guidelines have not been used, and it is 
difficult to imagine how, in their present form, they might 
be used, to achieve conformity in wages or to reduce competi¬ 
tion for the services of registered representatives. This 
Court does not find either the guidelines or their usual 
application to constitute an arrangement to fix prices or 
affect competition. 

As noted above, the decisions in Silver and Thill, 
•upra , require that antitrust liability of the Exchange and 
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Its member firms for actions taken pursuant to the Exchange 
Act, be judged only after appropriate consideration of the 
policies of the securities laws. See also Chief Justice 
Warren's dissent from the denial of certiorari in Kaplan v. 
Lehman Bros., 389 U.S. 954 (1967). The securities laws 
are designed to regulate and to some extent stabilize the 
securities market to ensure protection of investors and 
fair dealing in securities. First among the Exchange Act's 
enumeration of matters concerning which the Commission may 
properly review, alter and supplement the Exchange rules is 
"(1) safeguards in respect of the financial responsibility 
of memMrs. ..." 15 U.S.C. S78s(b). 

In this case, the service charge was approved 
after actual Commission scrutiny. The Commission judged 
it necessary for the protection of investors that immediate 
interim measures be taken to supply additional revenue to 
rapidly failing brokerage firms. In this sense, the service 
charge itself was necessary to make the securities laws work. 
Moreover, to insure that the additional charge to investors 
was in fact used to further the end for which it was enacted, 
the Commission formally required that the revenue so generated 
be retained by the firms effecting the transactions and be 
used prudently to achieve financial stability. While the 
Commission did not formally require that the service charge be 
excluded from the formulae for compensating registered repre- 








sentatives, and indeed, when the latter objected to the 
exclusion informed them that this was a matter in which 
it would not intervene, it is entirely consistent with the 
purpose for which the charge was levied, that it be so 
excluded. The revenue was thereby retained at the level 
judged most crucial, and individual firms remained free 
to decide for themselves whether to increase the salaries 
of their employees. In fact, the evidence at trial showed 
that the revenue generated by the service charge was in¬ 
sufficient to keep the firms from operating at a loss, but 
at best, merely stemmed the continued erosion of capital 
and relieved the most acute financial pressure on some of 
the firms. Thus, the limitations the Exchange imposed 
themselves furthered the purposes of the securities laws. 

In summary, defendants' action in imposing the 
service charge and prohibiting its direct use in calculating 
the compensation due registered representatives was not a 
price fixing scheme or any other per se violation of the 
antitrust laws. Applying the standards of the rule of reason, 
the Court finds that defendants' action was not taken with 
any anticompetitive purpose, nor did it have the effect of 
restricting competition for the services of registered 
representatives. Moreover, to restrict passing along the 
revenues directly was consistent with the purpose for which 
the service charge was effected, namely, to provide essential 




f 

immediate assistance to rapidly failing brokerage firms. 

This purpose is well within the recognized aim of the 
securities laws, protection of investors and smooth and 
fair administration of the securities markets. Therefore, 
in the judgment of this Court, defendants have committed 
no violation of the antitrust laws as charged by plaintiffs. 

Plaintiffs also alleged violations of §340 of the 
New York General Business Law and of the common law of the 
states in which the Exchange and member firms do business. 
However, plaintiffs offered no proof at trial on these 
claims and appear to have abandoned them. 

Accordingly, the plaintiffs' second amended, 
complaint is dismissed. The foregoing constitutes the 
findings of fact and conclusions of law of the Court for 
the purposes of Rule 52, Fed. R. Civ. P. 

Settle judgment on notice. 

Dated: June 3, 1974 
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STATE OF NEW YORK. COUNTY OF NEW YORK 


to.: 


being Tutu iuon,, 

I, Victor Orteg4, 9 

depot,, and eayt that depanant it nat a part* ta tha action, it rear It yean of apt and render at 

1027 Avenue St. John, Bronx, New York / a,2Zdt*jLiLAj 

That on the dap ol /P74 * ‘ 

deponent tarred the annexed ^ ufon 

in thii action by delivering a trve copy thereof to tax d individual 
pert anally. Deponent knew the perton to tarred to be the perton mentioned md deienbrd in raid 
popart at the Attorney(s) herein, 


Sworn to before me, thii 7 

19 74 





Prut MM kMMtfc • 

VICTOR ORTEGA 
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HI I KM AN & H()(.l I 

Attorneys for Detention!* Ilornbfouer- 
U'cekIleniphdl. \mc\; Pome Helper. 
Jackson <St Curtis 
5 Hanover Square 
New York. New York 10005 
422-4000 

NATHAN I !VI NION 

Attorney for Defendant Steiner, 
l(oti*e A ( o Ini 
261 Broadwav 

New York. New York 10007 
742-0265 

r MICH AT 1 (iROWNTY. IR 
Attorney for De,et; fin Spent er 
Irask A Co.. Ini 
60 Broad Street 

New York. New York 10004 
422-4400 


A (.! OR Cl S \KS 

Alt me i tor Detention! \ew Imr.'i r. 

f fifh A ( 11 

5 Hanover Square 
New N ork . New 5 oik 10005 
0 1 J 6 400 

HR! SSI I R. Ml ISI !\ I M HI R A I II’SI 1 / 

Irto'ih fm I !ih infant I’ltsinan 
/ rolit h A I net 
00 Bto.nl Miei t 

N >. Noil New Sul 10001 
4?S 0400 

(.11 I OHM \V()() I >N . < \R I I R A II \5 S ‘ 

tlinrnew for Detention Hants 
I /iliani A ( o 
14 Wall Street 

New 5 ok. New 5 oik 10005 
4 t ) ”too 


I INI I Y. K! Mill I . Ill INI I M >1 R HI R(. 
& (iRI’TMAN 


■\ttorncw for Defendant 

l.och A ( o 
477 Madison Avenue 


Yen burner. 

New Y 


New York. New York 10022 


471-5000 


Milbank, Tweed, Hadley & McCloy 
Attorneys for Defendant New York 
1 Chase Manhattan Plaza 
New York, New Yorlc 
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SI I I IV AN A ( IIOMWI I I 

Attorneys t<" Defendants Ha,he A 
Co., lm.. hnlder Peahody 
A ( In, D, ,m M liter A Co., 

Ine.; Smith Harney A Co.. Ini 
and Domini, k International ( <>rp 
4X Wall Street 

New 't ■ ak New York 10005 
4?? v|on 

UK | I I >. A Mill >11 A Ml >K< >AN 

Attorneys for Defendant H a/shm 
A Co , lm 

I Chase Manhattan l’la/a 
New York. New York 10005 
944-4*00 

CAHII I . CiOR DON A K! IM»I 1 
Attorneys for Defendant I "eh. 

Rhoades A ( ompan\ 

X0 Pine Street 

New Yoll New 5 oik MUMP 
944-7400 

BROWN WOOD I I I I I 1C 
( AI I)\VI I I A IV! Y 

Attorney s tor Defendant Ciomlhody A C o 
One I ihert\ Pla/a 

New 1 or k. New Notk 10000 
349-"'500 

(,l (,(,l Nil! I Ml K A INII KMYI R 

Attorneys for Defendant Oppenhenner A Co 
*0 Pine Street 

New Y <»rk. New York 10005 
144-2040 

I Kil l). I K \NK HARRIS. SHRIVI R 
A .1 AC OBSON 

Attorney s for Defendant llalle 
A Snexlii:. lm ■ 

120 Broacfwas 

New York. New York 10005 
904-0500 


SPI AH A Hll I 

Attorney lot Defendant Reynolds A Co . 

\ State St tee! Pla/a 
New 1 oik New 5 oik 10004 
<44 0200 

II \l I Mo,M( < >1 M \RH I II A II AMI 1 IDS 

Attorneys tor Defendant Ihonron A 

\1, A. union t a, him I' •' lm 
t to Madison \\emn 

N' '.e 'i ot k . N \ 5 oi I 1001 

OV 1 1000 

SIMPS! >N I II \< III R A HAH 11 I II 

t/totne.s for Defendants I ehman 
Urns . and linker. Anthony A R I Day 
One Mattel \ l’ark Pla/a 
New York. New \otk 10004 
4x5-9000 

W IN I HR! )P. S I IMSON |M ISAM AND 
R! >141 R I S 

Ittoni, I . lot Defendants If, at Stearns 
\ < ,. R It hesspru h A ( o. lm 
40 Wall Street 

New 1 ork. New York 10005 
941-0700 

SI W \ R I) A KISSI I 

I ttorney s fot Delemlant Raus, Itet. 

Piern Set unties ( orporati nt 

t i W 41 Street 

Ne\. 1 oi k New loik 10005 
74X-2XOO 

SHI \HM AN A S I I HI INC. 

I ttorney s tor Defendant M I Hutton 
51 Wall Street 

New 5 ork. New 5 ork 10005 
4*1-1000 

MOM S A SINCil R 

Atlorne's for Defendant I / 

Ruths, hil,I A Co, 

51 West 5 1st Street 

New loik New loik 10010 
SKI ‘>111111 
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